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ss Coffee Makers 


with sftLEX Gla 


@ Step up LOW-USE customers wi 
HEX. Increase your EAR with #HEX 
Add more kw hours to your lines each month with HEX. 


For example: this Traymore (there are three sizes) features 
three high-low elements. Each with 660 watts for brewing and 
85 watts for storage. Installed on your lines, a Traymore wil 
bring you an average of $50 EAR based on 4c current with a 
unusually high load factor. 


Write today and inquire about the assistance Silex is prepared 
to offer through its national sales organization. 


THE SILEX COMPANY 
Department 121 
Hartford, Connecticut 


On REGISTEREO US PAT. OFF. 
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OUR TRUCKING COSTS WITH THIS 
AMAZING NEW TIRE 


Just like a sneak-thief the 
yall “Failure Zone” of 
k tires is stealing money 

you. Most truck tires 
en out of service prema- 
ly are damaged right there 

n the sidewall! 


You can’t see a break com- 
because it works from the 
de out. You get no warn- 
Suddenly there is a bang! 
tire is flat! The casing 
hed. Truck and driver lose 


Vouldn’t you like to put an 
to all that grief? 


Vell, Goodrich has a new 
t of tire—a tire with a new 
ntion in the sidewall. The 
wall is just as strong as the 
d! The reason is Triple 


Protection. The tire is the 
Triple Protected Silvertown! 
Now you can get a dollar’s 
worth of mileage for every tire 
dollar. You can cut down on 
delays—reduce the chance of 
accidents—smash those profit- 
eating repair bills! 


Passed Every Test 


The Triple Protected Silver- 
town was put through its 
paces by Goodrich engineers. 
It passed every test 100%. 
Then it went to work for 
truckers. Results were amaz- 
ing! Hundreds of operators 
tell us it is the greatest truck 
tire ever built. 

This 3-way protection is 
found only in Goodrich Sil- 
vertowns. 


1. PLYFLEX—distributes 
stresses throughout the 
tire—prevents ply sepa- 
ration — checks local 
weakness. 


PLY-LOCK — protects 
the tire from breaks 
caused by short plies 
tearing loose above the 


bead. 


Department T-125 


3. 100% FULL FLOAT- 
ING CORD — elimi- 
nates cross cords from 
all plies—reduces heat 
in the tire 12%. 


Triple Protection 
Is Free 


Why take a chance on ac- 
cidents, delays, big repair bills? 
Isn’t it wiser to buy tires that 
give you positive protection 
against ummecessary prema- 
ture failures? Especially when 
they cost no more than other 
standard truck tires. Ask a 
Goodrich dealer about the 
Triple Protected Silvertcown— 
the tire that slashed trucking 
costs. Or write direct—ad- 
dress 


The B. F. Goodrich Company, Akron, Ohio « « 
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A New Low-Cost Foam Tool! 


. Combines Water, Solution and Air 
; a To Form Fire-Smothering Foam 


ublic utilities are welcoming this revolution- 
99 larger-capacity foam equipment for flam- 

~ 5 peble liquid fires. 
101 Bike specially designed PHOMAIRE Play 
~ 19; [five connects to your hose line (34" to 21/2"). 
” 197 hen the water is turned on, PHOMAIDE, 
. 128 fnew foam-making solution carried in a Hip 
k, and air are automatically drawn into the 
6 peter stream in the proper proportions to 

10 p foam. 


ere are no complicated preliminaries, no 
pntusing adjustments, no moving parts. And 
. Ive one man is somived at at the wth Pipe. 


he rere re ae 


1, $15.00 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solu- 
tion into the Hip Pack. 


This is NEWS. Without obligation, esk for 
descriptive literature, prices and a demonstra- 
tion of the Phomaire Unit illustrated at the 
left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


PhoaLes on Phomaide 


SOLUTION 


developed, made and sold eee 





rene 


NEWARK G2 antag Comoe 


KANSAS. “erry 
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Pages with the Editors 





yea was entertained during the 
recent pre-Christmas season by the 
Senate Interstate Commerce Committee’s in- 
vestigation into the affairs of the various 
railroad holding companies. It seems to be the 
consensus that Senator Wheeler of Montana, 
in charge of the investigation, built up a good 
case (as such cases go) against the financial 
manipulation of railroads by holding com- 
panies, and it is generally expected that, as a 
result, he or some of the other Senators will 
introduce, in the current congressional session, 
a bill to restrict or eliminate the holding com- 
pany in the railroad field. Some expect even 
a stiffer “death sentence” than that passed on 
the public utility holding companies in the 
original Wheeler-Rayburn bill, which became 
the Public Utility Act of 1935. 

EvEN as these thoughts are passing through 
the public mind, however, other industries— 
not all of which even belong to the public 
utility family—are beginning to sit up and take 
notice and look to their own holding com- 
panies. As one Washington observer stated 
the case: “With gas, electric, and railroad 
holding companies already in the cell block, 
other holding groups may well wonder whose 
turn will be next.” 

oe 


[' is beginning to be pretty generally under- 
stood (certain official statements to the 


ERNEST R. ABRAMS 


What business is next in line for holding com- 
pany amputation? 


(SEE PacE 67) 


RALPH B. COONEY 


He finds the utilities in politics up to their 
necks. 


(See Pace 77) 


contrary) that this drive to eliminate the hold- 
ing company, or to subjugate it to fragmentary 
proportions, is not the result of any official 
hatred for this particular industry or that par- 
ticular industry. Rather are they but separate 
reflections of a basic philosophy entertained by 
a number of officials high in the councils of 
the New Deal, who believe that government 
must rule and even break up these huge 
financial combinations or they will eventually 
rule and even break up the government. The 
“anti-bigness school” is the phrase often used 
in Washington to indicate this political theory. 

WELL, whether it be right or wrong, if this 
is the sort of thing we shall have to deal with 
for the next four years, it is indeed high time 
other holding companies than those in the 
utility field were taking stock of the situation. 
In this issue, Ernest R. Asrams, New York 
financial analyst, who will be recalled for pre- 
vious FortTNIGHTLY articles on the TVA, 
undertakes a discussion of the nonutility hold- 
ing company that should, nevertheless, interest 
very much those concerned chiefly with utili- 
ties. This article (beginning page 67) raises 
the important question of whether a nonutil- 
ity holding company has any more right to 
exist than a utility holding company. 


> 


w= on the subject of holding com 
panies, we have another article in this 
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ig jobs...big savings... 


from this BIGGER machine 


Supplying the necessary forms for a public 
utility... large or small... is a big job! 
And a costly one. It keeps the stationery 
department busy ordering and stocking 
them... and the disbursing department 
busy paying for them. 


)perating and accounting forms are used in 
very department . . . in ever-increasing 
juantities as business improves. The mer- 
handising department is calling for new 
advertising and sales promotional mate- 
ial .. . illustrated appliance folders, leaf- 
ets on instruction and care, envelope in- 
serts, wall posters, counter cards, price 
ags... to use now while householders are 
na buying mood. 


The annual expenditure for this printed 
material is so large that a growing number 


of public utilities are now doing this work 
within their own offices. Greater efficiency 
is assured. Savings up to 60% are realized 
on present outside printing costs. 


The New Class 300 Heavy-Duty Printing 
Multigraph is an ideal unit for the job. It 
has the capacity in size and output for the 
increased volume of work you need ... it 
has the improvements in design and equip- 
ment to handle a greater variety of work. 


Call in the Multigraph Representative in 
your vicinity for a consultation on what a 
Multigraph Department can save your 
Company this year . . . and every year 
thereafter. There is no obligation, of course. 
His phone number is in the classified section 
of principal city telephone books. Call 
him, before you order your next big job. 





MULTIGRAPH—AN ESSENTIAL OFFICE APPLIANCE 


A Product of Addres 






ssograph-Multigraph Corporation, Cle 


@) 


»velan 1 Oh 
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PAGES WITH THE EDITORS (Continued) 


© Harris & Ewing 
M. J. REIS 


What happens to utility holding companies 
that register with the SEC? 


(SEE Pace 89) 


issue (beginning page 89) that is very much 
in point. It is by a new contributor, M. J. 
Reis, who since October, 1935, has been an 
Associate Utilities Financial Analyst (the title 
is official) with the Federal Securities and Ex- 
change Commission. Mr. Reis was formerly 
a security analyst with Standard Statistics Co., 
Inc., of New York. It is an odd coincidence 
because it so happens that Mr. ABRAMS was 
also formerly connected with that firm in the 
capacity of Public Utility Economist, and here 
they are together again by accidental fate of 
publication. Mr. REIs is a graduate of Wash- 
ington and Lee University, School of Com- 
merce and Business Administration (1930), 
and his article deals with the financing of those 
holding companies that have registered with 
the SEC under the holding company act. 


= 


T= still being the season for crystal gaz- 
ing, we are presenting in this issue another 
one of those “outlook” articles in which the 
author endeavors to call the signals for the 
play of fate. For this task we have obtained 
none other than an old friend, WitL1am P. 
HELM, noted author and at present Washing- 
ton newspaper correspondent for the Kansas 
City (Mo.) Journal-Post and Syracuse (N.Y.) 
Herald. 


Mr. Heo is not exactly the seventh son of 
a seventh son, but he has quite a reputation 
around Washington for his fatidical ability. 
It was on September 7, 1934, while an earnest 
young man by the name of Alfred M. Landon 
was running for the governorship of Kansas, 
that Britt HeLm went into his trance and came 
out of it with the news that Mr. Landon would 


© Harris & Ewing 
WILLIAM P. HELM 


He thinks the 75th Congress may raise a little 
cane with utilities. 


(SEE Pace 83) 


not only be elected governor of Kansas in 
1934, but would get the G. O. P. nomination 
for President in 1936. Of course, he went into 
his act again during the recent presidential 
campaign. On November 4, 1936, the Syracuse 
Herald printed a post-election item under the 
headline, “Helm Forecast Is Borne Out by 
Election,” which tells its own story. In his 
present article, W1zArp HELM tries to turn his 
magic light on the subject of public utility 
legislation in the current session of Congress. 
If this turns out as predicted, ye editors will 
probably be taking Mr. Herm along to visit 
the Maryland race tracks next spring. 


> 


lie remaining feature article in this issue 
(beginning page 77) is also on the sub- 
ject of politicians and utilities and also by a 


former contributor to the ForTNIGHTLY, 
Ratepw B. Cooney. Mr. Cooney will be re- 
called as the advertising manager of a promi- 
nent New York real estate and construction 
concern. He is a native Hoosier, a graduate 
of Indiana University, and a frequent con- 
tributor to various periodicals. As Mr. Coon- 
EY’S principal interests are in real pt opera- 
tions, his writings have appeared frequently 
in journals devoted to realty problems and 
hotel operations. 


The next number of this magazine will be 
out February 4th. 


Ic CcléZuek 
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OCIAL SECURITY 
SIMPLIFIED 


Investigate new low-cost method for complying 
with State and Federal provisions 
of Social Security Act 





SIMPLE KARDEX PLAN HAS ALREADY REGISTERED OVER 3,500,000 WORKERS 


Adaptable to present accounting methods 
.can be expanded as employees increase... 
MAIL COUPON TODAY! 


N or before January 3lst you 
are required to make your first 
nnual Federal tax return under the 
nemployment insurance provisions 
of the Social Security Act. On or be- 
ore February 28th you must make 
your first monthly Federal tax re- 
urn under the old age benefit pro- 
jisions of the Act. 
Both of these returns must be sus- 
ined by clear and adequate records. 
The requirements of states having 
different Social Security laws vary 
onsiderably. However, in many 
hundreds of cases Remington Rand 


OK: iv 


Remingtén Rand 


men have been able to compile the 
necessary information without in- 
stalling any equipment except stand- 
ard Kardex record forms. 


Complete low-cost Kardex 
plan 

Our suggestion is that you mail the 
coupon now and let us submit these 
Kardex forms to you. Compare them 
with your present records and you 
may be able to meet all requirements 
without the installation of additional 
machines or other expensive equip- 
ment. For example, a com- 

plete Kardex outfit can be 


Remungton Rand, Iac., Dept. U-514 

465 Washington Street, Buffalo, N. Y. 

Please submit samples of Kardex Persunnel Record forme 
in accordance with the Social Security Act. 


for use in 


furnished for less than ten dollars 
for companies having up to fifty 
employees. But the time is short. 


Put the coupon in the mail now. Or, 
if you prefer, telephone Remington 
Rand. Enjoy the benefit of the ex- 
perience gained in registering more 
than 3,500,000 workers by this low- 
cost Kardex method. 


Act Now! tipsy 


RETURNS DUE 
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Final stages of assembly at the I-T-E factory 


nother STATION AUXILIARY SWITCHBOARD 4, I-T-E 


his board, which goes to a large Utility in the Mid-West, provides complete steel enclosure 
or all circuit breakers and their connecting bus structure. 


n interesting feature of the board is the variety of arrangements for mounting and control 
f the circuit breakers. A number of circuit breakers are of the withdrawal type with sepa- 

able connections to the bus bars. Some of these are mounted on pantographs; others on 
movable trucks. In several cases, the connection between bus and circuit breaker is rigid. 

n keeping with conditions, some of the circuit breakers are electrically operated, others are 
nd operated. 


he steel enclosure, seen at the top of the board, houses a part of the special ring bus required. 


Offices in 
Principal 
Cities 


Each of two sets of transformers feeds two bus sections, and the two sections 
are connected within the board by tie breakers. The ring is completed by the 
bus at the top which connects the two end sections. 

In keeping with advances in design and construction, the engineers for whom 
this switchboard was made requested a change from traditional color. The finish 
is ivory lacquer with black trim. It is a beautiful job. 

Details of I-T-E switchboards, called Multumite, are available in Bulletin 368, 
a copy of which will be sent on request. 
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Remarkable Remarks 





“There never was in the world two opinions alike.” 


Dr. Haro_p G. MouLTon 
President, Brookings Institution. 


James M. Lanois 
Chairman, Securities and Exchange 
Commission. 


RESOLUTION 
Adopted by Traffic Committee, 
Mississippi Valley Association. 


HERBERT HOOVER 
Former President of the United 
States. 


Dr. STANLEY HIGH 
Adviser to the President. 


James D. Ross 
Member, Securities and Exchange 
Commission. 


Poticy COMMITTEE 
National Industrial Council. 


Harotp L. Ickes 
Secretary of Interior. 


E. T. WEIR 
Chairman, National Steel Corpora- 
tion. 


Roya S. CopeLtann 
U. S. Senator from New York. 


—MONTAIGNE 


“We need no new industries to pull us along the road to 
recovery.” 


> 


“The administration of the new recovery is not and can- 
not be a matter of unilateral action.” 


> 


“Regulatory burdens now imposed upon rail, highway, 
and water commerce should be lightened rather than in- 
creased.” 


¥ 


“Neither our national nor our state government is 
planned or equipped for the task of government operation 
of utilities.” 


¥ 


“T should say that the President does not have for the 
Supreme Court exactly the same feeling he has for the 
Constitution.” 


> 


“It would be better for both private power and public 
power if the yardstick were more accurately defined and 
its length fixed.” 


¥ 


“Private enterprise cannot safely be permitted to ad- 
minister business and industry entirely free from gov- 
ernment intervention.” 


* 


“T am not in favor of approving projects for states or 
communities to which a large measure of prosperity has 
already returned.” 


¥ 


“Industry is more cohesive than other groups. It inter- 
meshes with more divisions of our economic system than 
any other group.” 


¥ 


“The scheme in Maine (Passamaquoddy) would cost 
untold millions and would generate electric current for 
which there would be no customers.” 


12 
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BURROUGHS 
PUBLIC UTILITY BILLING 
MACHINE 


provides these 


NEW FEATURES 


that cut billing time and billing costs 


Whatever your billing plan—Stub, Bill and Ledger, or Register 
Sheet—new features and developments on this new Burroughs 


bring greater speed and simplicity to the entire job. 


MORE REGISTERS 


This new feature permits automatic 
accumulation of figures by revenue 
classifications, rate blocks, etc., as a 
by-product of the billing operation. 


LINE PROOF 


This new feature detects errors in 
writing the meter readings and con- 
sumption. Meter readers’ errors in 
subtraction and operators’ errors in 
writing the consumption figures, are 
detected before the incorrect figure 
is printed or added. This saves much 
time in making corrections and in 
vroving bills. 


AUTOMATIC COUNT OF BILLS 


The machine automatically counts 
the number of bills added in each 
register, for proof and statistical 
purposes. 


INCREASED SPEED OF CARRIAGE 


Faster carriage operation speeds up 
the entire billing job. 


AUTOMATIC EJECTION AND 
STACKING OF COMPLETED BILLS 


After the bill is written it is auto- 
matically ejected and stacked. Thus 
when the billing work is completed, 
the bills are in exactly the same 
order as when they were received 
by the operator. 


For full particulars, including a demonstration, 
telephone the local Burroughs office, or write direct. 


Burroughs 


6615 Second Boulevard, Detroit, Michigan 
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14 REMARKABLE REMARKS (Continued) 


ANNING S. PRALL 
Chairman, Federal Communica- 
tions Commission, 


Cotspy M. CHESTER 
Chairman, General Foods Corpora- 
tion. 


FrorELLo H. La GuARDIA 
Mayor of New York. 


Basi MANLY 
Vice Chairman, Federal Power 
Commission. 


Rexrorp G, TUGWELL 
Former Under Secretary of 
Agriculture. 


DECLARATION OF PRINCIPLES 
National Association of Manu- 
facturers. 


ARTHUR E, Morcan 
Chairman, Tennessee Valley 
Authority. 


Ernest K. LINDLEY 
Author and Washington corre- 
spondent. 


Davip E, LiLENTHAL 
Director, Tennessee Valley 
Authority. 


“In this country we would not seek public ownership 
of all broadcasting because we feel that it is not condu- 
cive to our form of government.” 


¥ 


“Industry must accept its responsibility for the national 
welfare as being an even higher duty than the successful 
operation of private business.” 


¥ 


“Instead of the government making contributions to the 
states for old-age pensions, the states should contribute 
to the government which would administer the program.” 


* 


“More hydroelectric power has been developed under 
license during the fifteen years of the (Federal Power) 
commission’s existence than had been developed during 
the entire previous history of the nation.” 


* 


“How we plan for the future will be so largely de- 
termined by the business men of America that all of us, 
I think, in these post-election days are looking anxiously 
for the signs of this consent to codperation.” 


¥ 


“‘We oppose any monopoly in production, distribution, 
or labor which restricts or stifles competition and which 
imposes a burden of unfair high prices on the consumer. 
A well-informed public should differentiate between mere 
size and monopoly.” 


¥ 


“Our nation is becoming a living organism, rather than 
an aggregation of separate institutions, such as cities, 
counties, and states. We are discovering that we cannot 
well continue to divide up our affairs into such simple and 
distinct units.” 


¥ 


“Unless Chief Justice Hughes and Associate Justice 
Roberts heed the election returns and vote consistently 
with the liberals, or unless some of the conservative jus- 
tices retire within the next few months, Roosevelt will 
deal with the problem of the Supreme Court.” 


¥ 


“Labor should be for TVA because of what TVA is 
doing to make electricity more widely available in the 
more than 20 million homes of America, available at 
prices that will make the convenience and comforts of 
electricity possible in the most modest home.” 
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“INew CE 
= Unit for- 


in Riverside Station 


bute 
am.” 


United Power Manufacturing 
Company, lowana, lowa 


a 2 
ring 
HOWN at the right is a sectional 

side elevation of the CE Unit now 

n course of construction for the River- 














Bp ide Plant. This unit is comprised of 
usly he following equipment: CE Bent Tube 
Boiler, Elesco Superheater and Econo- 
mizer, CE Water-Cooled Furnace with 
tion, flagging bottom, lLjungstrom Air 
hich eater, CE-Raymond Bowl Mills and 
_ ‘E Tangential Burners equipped for 
a firing either coal or gas. 
This unit will have a maximum capa- 
than ‘ity of 300,000 lb. of steam per hr. 
a Design pressure—900 lb. Total steam CE PRODUCTS 
and femperature—825° F, All types of 
BOILERS e STOKERS 
FURNACES 
“ee PULVERIZED FUEL 
je SYSTEMS 
will HEAT RECOVERY 
EQUIPMENT 
renee riotioh te canon they of deb ain 
TA is 
Ae COMBUSTION ENGINEERING COMPANY, INC. 
»s MADISON AVENUE @© NEW YORK 





: Combustion Engineering Corporation Ltd., Montreal A-333 
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These fences Stand Up 
years longer because they can 


Here are the quick facts. Unlike corrosion can creep in. Because Beth- 


other chain link wire, the zinc coating 
on Bethanized Wire is chemically pure 
—free from any vulnerable iron con- 
tent. It is smooth and uniform—free 
from rough or thin spots. And it is 
extremely ductile—not hard, brittle 
and flaky. Twist the wire, bend it 
double, wrap it around itself—you just 
can’t break the zinc coating and ex- 
pose the steel core to corrosion. 


Think what that means. An Anchor 
Fence of Bethanized Wire is a fence 
with no flaws in its pure zinc armor 
—no cracks or crevices through which 


anized Wire can “stand the wrap,” 
these Anchor Fences stand up for 
many years beyond the lifetime of 
any other chain link fence—even in 
industrial atmospheres that are heavy 
with soot, salt, sulphur and other cor- 
roding agents. And now there’s no 
premium—no extra cost—for Betha- 
nized Wire. 


Send for the free book of facts about 
these better looking, longer lasting 
Anchor Fences—and about Anchor’s 
nationwide sales and erecting service. 
Write today—to the address below. 


ANCHOR ‘fences 


° FETHANIIEZ WIRE 


ANCHOR POST FENCE COMPANY, 6630 EASTERN AVENUE, BALTIMORE, MAR 
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No. 17 of a series of messages to Public Utility executives pointing out 
opportunities for load-building by promoting the use of electric arc welding. 


ORNAMENTAL IRONWORKERS 


are putting frills on the profit sheet 
with the K. W. H.* 


Pree 
Snstruction 
for Power 

Palesmen 


In several cities, the local 
Lincoln engineers are con- 
tributing their services to 
the instruction of power 
salesmen, periodically, in 
the various phases of arc 
welding application. These 
blackboard talks give the 
salesmen sufficient knowl- 
edge of arc welding so 
that they can discuss it in- 
telligently with prospects. 
Are you interested in se- 
curing this service? Just 
get in touch with our main 
office in Cleveland, Ohio. 


By simplifying fabrication with the electric arc, the 
ornamental ironworkers have evolved many new 
and unusual designs, adding business to their books 
and load to your lines. It is profitable business for 
them, for costs are bed-rock with this method of 
joining steel. And, from your standpoint, it is a 
highly desirable electric load, a Lincoln Welder 
being the equivalent of a high power factor motor 
for your lines. 


A host of new-found applications for electric arc 
welding, such as ornamental iron working, open up 
new sales opportunities for your power salesmen. 
May we tell you more about these markets? Our 
welding experts, constantly in touch with new uses 
and new users of welding are well qualified to 
give you information along this line. No obliga- 
tion, of course. Communicate with THE LIN- 
COLN ELECTRIC COMPANY, Dept. YY-338, 
Cleveland, Ohio. Largest Manufacturers of Arc 
Welding Equipment in the World. 


*Every pound of electrodes requires 1.75 
kilowatt hours. The average welder uses 
5,000 to 10,000 lbs. of electrodes per year. 


LINCOLN 
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Limits the Temperature 


TURNS OF F 
THE #4 GAS 


Positive 
Acting 
Emergency 
Gas Shut 
Pe hail off Valve 
‘nck to 1% by 
KITSON 


inches. I.P. 
Gas lines. 


This KITSON Valve gives positive 
protection for it operates on the 
proven principle of temperature con- 
trol. 

It fits into and through hot water outlet 
into water at top of tank. Chemical fuse 
cartridge holds gas valve open until water 
reaches 175°, 195° or 212° then it liquefies 
causing valve to shut off all gas to heater, 
preventing further rise in water tempera- 
ture. 

Write for details and prices. 


KITSON COMPANY 


2409-15 WESTMORELAND STREET 
PHILADELPHIA, PA. 


Manufacturers of: Kitson td Deviees (Lovekin ae oy J 
for Domestic Water Heater: Quality Brass Goods for 
Gas,. Water ‘and. All’ Plumbing Uses. 








The Trend 


to Dictaphone 
Sweeps On 


To your secretary it means 
all that note-taking time is 
released for valuable work. 
To you, it means instant dic- 
tation facilities always avail- 
able, without dependence on 
anybody else. That’s why we 
say this modern dictating 
instrument doubles your 
ability to get things done. 


DICTAPHONE 
Sales Corporation 
420 Lexington Avenue 
New York City 








KALLA ALAA AAA ddddhdhddbdddbbbdde 


Saving B. T. U's Is 
Saving Dollars 


A gain of several degrees in th 
Hotwell temperature is effected b 
the design of the C. H. Wheele 
“Dual Bank” type condenser. 


When multiplied by the pounds ¢ 
water passing through the condensti 
per hour, this degree increase rep 
resents a saving of many dollars. 


C. H. WHEELER MFG. CO. 
19th St. Lehigh & Sedgley Aves., 
Philadelphia, Pa. 


C. H. WHEELER OF PHILADELPHI 


WLLL dddddssdbssii 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








ins 


-e 


PIONEERS 


January 21, 1937 


Public Utilities Fortnightly 





~ These charts REVEAL 


every voltage fluctuation 
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These charts are part of a routine voltage survey of the 
electric distribution system made by a mid-western utility 
who report, ‘‘The value of the results obtained will easily 
off-set cost of instrument.’’ Right: Recording Voltmeter, 
Model 522M. Widely used for distribution system survey. 


FOR MANY YEARS industry’s recognized 
standard for accuracy, convenience and 
dependability, Bristol’s Recording Volt- 
meters are now serving hundreds of elec- 
tric power companies. They are widely 
used for determining voltages of trans- 
formers on alternating current systems, 
primary voltages at power stations, sec- 
ondary voltages at consumers’ premises, 
voltages of storage batteries, and at manu- 
facturing plants. 

Even the smallest voltage fluctuation is 
clearly shown on a Bristol’s Recording 
Voltmeter chart. You can tell not only the 
time it occurred, but also how long it 
lasted, and how much it was. 

Furnished in several models for wall 
or switchboard mounting, or for portable 
service. Round charts, either 8 or 6 inches 
in diameter, provide records for a com- 
plete cycle of time such as 24 hours 

or 7 days. Strip charts, 
in 90 foot rolls, for 
speeds of 1, 3 or 6 
inches a minute or an 
hour, provide continu- 
ous records for periods 
of several weeks. Write 
for Bulletin No. 436. 


THE BRISTOL COMPANY, WATERBURY, CONNECTICUT. Branch Offices: Akron, Birmingham, Boston, 
Chicago, Detroit, Los Angeles, New York, Philadelphia, Pittsburgh, St. Louis, Seattle, San Francisco. Canada: The 
Bristol Company of Canada, Limited, Toronto, Ontario. England: Bristol’s Instrument Company, Ltd., London, N.W. 10 


BRISTOLS 


TRADE MARK REG. U.S. PAT. OFF. 


IN PROCESS CONTROL 


SINCE 1889 
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Cutting A Bad Debt Lass 


Its the achievement of the Kansas City Power and Light Company—an 
achievement of interest to every Utility! 


Undoubtedly one of the important factors in this fine showing is their 
Remington Rand Customer History Record, which enables the compilation 
of facts from several sources on one visible, easily accessible card. 


Dictograph-Telematic also deserves recognition for this achievement in 
the efficient transmission of needed information—such as automatic credit 
approval or rejection, verification of address and meter record—between 
the Customer History Records and the Service Desks. With this selective, 
instant system of voice communication, elapsed time from hurried request 
to correct response averages less than thirty seconds! 


When a customer calls on the telephone, the handling of requests for 
account or service information is supplemented by Dictograph-Telematic 
which assures quick correct responses while still holding outside phone 


connection. 


Increased efficiency and customer goodwill for its many users has won wide 
acclaim for Dictograph-Telematic’s Public Utilities Customer Control Sys- 
tem. Numbering among the thousands of its users are New York Edison 
Company, Public Service of New Jersey, Columbus Street Railway Power 
and Light, People’s Natural Gas Company of Pittsburgh, Detroit Edison 
Company and many others. Why not discover the many advantages this 
system offers your organization? Simply write Dictograph—580 Fifth 
Avenue, New York City, for full information—No obligation, of course! 


[S— DICTOGRAPH -TELEMATIC | 
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A fully coordinated B&W 
Boiler Unit with B&W 
Direct-Firing Pulverized- 
Coal System and Slag-Tap 
Furnace. 


Te se ts yeaa “s ‘ 
goss eae s aie alia i 


DIRECT-FIRING SYSTEM 








for 
CENTRAL STATIONS 


The Babcock & Wilcox Direct-Firing Pulverized-Coal 
System provides the reliability, sustained high combus- 
tion efficiency, responsiveness to load changes, and low 
maintenance essential to continuous efficient operation of 
central-station boilers. 

The Company’‘s experience with direct firing dates 
from the earliest central-station installations and assures 
the application of individual systems that are successful 
in every respect. 


The Babcock & Wilcox Company, 85 Liberty St., New York 


BABCOCK &WILCOX 
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FOR WORK THE MINUTE | 
IT GETS ON THE JO} 
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No Expensive Auxiliary 
Equipment Necessary 


Savings over other methods will startle you — the 
BARCO is well worth your investigation. 


Economical and effective — winter or summer— 
temperature makes no difference. 

When drilling — digging — driving — cutting or 
tamping, remember that BARCO will do the work 
just as efficiently and at a fraction of the cost of 
other methods. 


BARCO MANUFACTURING (0. 


1803 W. Winnemac Avenue, Chicago, lil 


BARCO, Sivuts 
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zt BespeEAK CooPERATION 


the UTILITY BETTER ILLUMINATION SALES EXECUTIVES 


RESULTS OF PROGRESSIVE 
UTILITIEs: 

To the left: Original light- 
ing averaging 6 foot 
candles, spotty, glar- 
ing light. 


iBelow: New lighting 
averages 65 foot can- 
dles of soft, shadow- 
less, better illumina- 
tion, wattage in- 
creased five times. 


BEFORE 





UTILITIES— 
ave concentrated on 
ole of Guth Indirect Il- 


rease and more satis- 
ed lighting customers. 
creased Loads 


More 
Satisfied Customers 


PECIALIZING IN “BETTER LIGHTING” 
She FI OWIN EF. Gurnt COMPANY 


DESIGNERS-ENGINEERS-MANUFACTURERS 
Lighting Equipment 


ST. LOUIS. U.S.A. 
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No. 50908 
Dated 1899 


sda 


an The 
5 MILLIONTH 
Dated 1936 


From 50 thousand in 1899 to 5 MILLION in 1936. From 
a scattering of installations to world-wide acceptance. 
From improvement to improvement, ever pioneering, ever 
tending to greater simplicity, durability, accuracy ... yet 
unchanging in basic design, so that modern, improved, 
interchangeable 1937 parts can be inserted into that old 
1899 model, wiping out deterioration, obsolescence. From 
just one of many good water meters to DOMINANCE in 
the Water Works field . .. that is the tale of these two 
Tridents. A type for every purpose. Neptune Meter Com- 
pany (Thomson Meter Corp.), 50 W. 50th Street (Rocke- 
feller Center), New York City...also... Neptune Meters, 
Ltd., Toronto, Canada. 


TRIDENT 


NOW OVER 6 MILLION TRIDENT & LAMBERT 
METERS MADE AND SOLD THE WORLD OVER 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











¥ 21, WB aquary 21, 1937 Public Utilities Fortnightly 





et’s look at the records... 


The past is a clear picture—the present an open book HAT happened last week—last 
‘ . month—yesterday? If temper- 
—the future a lighted path—with Taylor Power Re- ature. or peessemn, bane ony teer- 
corders, Use them to check waste and high power costs ing on the matter, you can find out 
quickly from the accurate records 
written by Taylor Power Plant 

Recorders. 

Through their charts these Re- 
corders show past errors and guard 
today’s revenue and profits against 
waste and high power costs. They 
are specially designed for use in 
helping you produce and supply 
power most economically and effi- 
ciently. They protect against tem- 
perature and pressure “leaks” that 
may be unsuspected or hidden now. 

Taylor Recording Thermometers 

Bg have modern refinements that as- 
[ , i sure greater accuracy and durabil- 
aR oe , : ity. With an improved mechanism 
they have maximum sensitivity and 
accuracy without sacrificing in any 
degree the life you should expect 
under severe conditions of service. 
They are constructed so as to serve 
efficiently and economically. Their 
accuracy saves money; their dura- 
bility pays dividends. 

Let a Taylor representative dis- 
cuss any temperature problems 
with you, then put a Taylor Re- 
corder to any test you wish. You 
will find that it measures up fully to 
your needs. That is what our tests 
show and what many plants have 
proved. For complete details on 
Taylor Recorders, write for a spe- 
cial Power Plant Catalog. Address, 
Taylor Instrument Companies, 
Rochester, N. Y., or Toronto, Can- 
ada. Manufacturers in Great Brit- 
ain—Short & Mason, Ltd., London. 


Modern Taylor Recording Thermometer. For applica- 


iS within minus 100° and plus 100° F. Fine-appearing, indicating J Recording Controlling 
r black finish. Face- or flush-mounted cases, Dust- 
of case. Temperature recorder in three types—Mercury-, 


ie Tl Pome php type me Taylor Ac- TEMPERATURE, PRESSURE and 
which tubing basses and to assure a reading FLOW INSTRUMENTS 

ent) 
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IF YOU ARE NOT HEATING FEEDWATER 


to saturated steam temperature, you are logiy 


on profits. 


ll : : valuable heat units, representing a constant draip 


If you are not removing corrosion-causing oxy 





; gen from feedwater, your boilers, economizers an{ 
... Deliver feedwater at nee ‘ , E 
piping are constantly subject to the inroads of its 


saturated steam temperature pernicious activity. 


ee Ty te Both of these conditions can be positively cor 
corrosion-causin g oxygen rected by an Elliott deaerating heater, the desigr 
features of which insure both the heating of feed 


DEAERATING HEATERS get better performance than that. 
} , f , Elliott engineers can fit a deaerating heater to 
your plant conditions. Get the facts — write fa 


Bulletin D-3. 


Above: Two 
vertical cast 
tron deaerating 
beaters 
mounted on 
vertical steel 
plate storage 
tanks, 
At right: Hors- 
zontal, cast tron 
d pacrating 
beater, avail- 
le in all sizes. 
N-936b 


ELLIOT 


Deaerator and Heater Department: JEANNETTE, PA. 
District Offices in Principal Cities 








borizonta 
storage tank. 


COMPANY, 


PITTSBURGH, PA. 
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water exactly to saturated steam temperature, ani 
E L L | '@) T T the complete removal of dissolved gases. You can’t 
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tm, ARMORED CABLE e BUILDING WIRE AND FLEXIBLE CORDS e RADIO WIRES o 


Make a fo 


Job better 


© FVD JINVELNI Jd1AUIS 

















CONTROL CABLE 
DROP CABLE 
LEAD COVERED CABLE 
MAGNET WIRE 
PARKWAY CABLE 
RUBBER POWER CABLE 
SERVICE ENTRANCE 
CABLE 
SIGNAL CABLE 
VARNISHED CAMBRIC 
CABLE 


WEATHERPROOF WIRE 


All types of Building Wire and all 
kinds of Special Cables to meet 
A.S.T.M., A.R.A., 1.P.C.E.A., and 
all Railroad, Government and 
Utility Companies’ Specifications. 


NT 


\ & CABLE CO. Inc 


S318V) G3ISVINI GV31 © JUIM JOOUd YWIHLVIAM 





© 318V2) WAMOd UagENy 


ime BARE WIRE e CRESFLEX NON-METALLIC SHEATHED CABLE e MAGNET WIRE 
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GARRISON 


The Modern DRY Method of 
FIRE Extinguishment 





BULLETIN NO. 6—for the information of PUBLIC UTILIT Y EXECUTIVES 











Garrison Insures Against 
Interrupted Service 
Losses 


Garrison DRY Compound is a non-conduc- 
tor of electricity. Doesn’t evaporate, freeze, 
or deteriorate. Damages nothing but fire. 
Is “the safest and quickest method of getting 
oil fires involving electrical equipment under 
control” (Utility Committee report). 





Garrison Fire-Detecting elements can be 
placed inside transformers, condensers, tur- 
bine sets, etc., as well as in exposed areas. 
Such elements (systems) can be arranged 
so as to automatically and instantly actuate 
Garrison apparatus upon detection of a dan- 
gerous heat condition. 


GARRISON EQUIPMENT is today stand- 
ing guard over one of the largest munici- 
pally-owned turbo-generating stations in the 
country. 


Send for our New Brochure—‘‘The Modern 
Dry Method of Fire Extinguishment’’ 


Sole Exclusive Manufacturing and Sales License under 

all Du Gas Company patents—U. S. Patents 1,793,420, 

1,839,658, 1,866,981, and others issued, and patents 

applied for—and foreign patents both issued and 

pending—as well as under Garrison “patent applica- 
tions pending.” 








A BAD FIRE . . . 250 gallons of oil, and 20 
gallons of gasoline in a pit 20 « 10 feet, 12 
inches deep. Burning 3 minutes. 

| 


Extinguished in 27 seconds, with GarRISoNn 
Dry MPOUND, 


GaRRION/ GARRISON ENGINEERING CORPORATION 


Factories and Executive Offices 


GREAT BARRINGTON, MASSACHUSETTS 
OFFICES AND DISTRIBUTORS IN PRINCIPAL CITIES 
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YDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 

m Butterfly Valves 

* Power Operated Rack Rakes 
* Gates and Gate Hoists 

* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 90 BROAD ST., NEW YORK, N. Y. 

















TEPEED///£ALROD 
—UNIT— 


EFFICIENT 
DURABLE—SAFE 


Wire or write for complete details. 


A. J. LINDEMANN & HOVERSON CO. 


Milwaukee Wisconsin 
New York Chicago San Francisco 


ELECTRIC RANGES 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly January 21, | 





HE 
CAN‘T 
TAKE 
IT! 


BELOW THE WATER LINE 





These are the Facts—No Boiler Can Operate Safely, Economically, or For Any Length 
Of Time If The Water Level Is Not Continuously maintained. Low Water Conditions 
are dangerous and costly. Kisco will save you money over your present method of 
Handling condensate and make-up water, guaranteeing results. 


Why Continue To Waste What Kisco Users Are Saving? 


KISCO RETURN-TO-BOILER SYSTEMS and KISCO 
AUTOMATIC WATER FEEDERS 


Are being used today in thousands of estab- 
lishments just like yours. A Kisco Return- 
to-Boiler System handles both high and low 
pressure condensate; also vacuum under cer- 
tain conditions, and automatically adds new 
make-up water to maintain a uniform water 
level at all times. It is controlled through 
the famous Kisco “Balanced-Lever” Com- 
bination Switch, and is supplied with low 
water bell alarm or fuel cutoff. This installa- 
tion is guaranteed to save you money over 
any system you might be using. 


Other “Guaranteed Savings” 
Kisco Boiler Devices Include: 


The Kisco Water Regulator. The Kisco 
Boiler Watchman with Remote Control 
7 Alarms. Kisco Flueless & Cabinet Gas 
Boilers. 


Write For Bulletin P.U. 137 
KISCO BOILER & ENGINEERING CO. 
4333-35 DUNCAN AVE., ST. LOUIS, MO. 


DESIGNERS AND MANUFACTURERS OF BOILER ROOM EQUIPMENT 
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BEAT! 


LIGHTNING’S TRIPLE THREAT 





- POINT PROTECTION 


ARRESTERS DESIGNED FOR 
THE NEW CONNECTIONS 


Blown fuse outages can be cut 33 to 50%... 
transformer burnouts 40 to 90%...and cus- 
tomer service interruptions about 50%... by 
using the new lightning arrester arrangements 
(interconnection or 3-Point Protection) instead 
of the standard connection. These facts are 
confirmed by carefully compiled records of 
numerous utilities. 


These records also show, however, that the new. 
connections impose more severe duties on the 
lightning arresters and greatly increase the 
mortality of the conventional arrester. That's 
why Westinghouse designed the new LV—and 
its ability to withstand the increased duty has 
been proved by more than two hundred thou- 
sand arrester-years’ service. 


Get detailed information on the advantages of 
3-Point Protection and the new LV arresters 
from our representative or from 5-N, Westing- 
house, East Pittsburgh, Pa. J 60028 


Westinghouse 
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Cities SERVICE LUBRICANTS # 


meet every industrial specification! 


FROM the most powerful turbine to required for massive gears and bear- 
the most delicate precision machine, ® ing surfaces that must carry tremer- 
Cities Service stands ready to supply dous loads or the lightest and purest 
the exact lubricant needed. lubricating oils are demanded for 


Backed by 74 years of petroleum ex- delicate precision machines—there is 


perience, Cities Service engineers can a Cities Service lubricant to meet 
recommend authoritatively the proper every requirement. 

lubricants to be used. Wherever moving 

surfaces come together, at all speeds, and A Cities Service engineer will be glad to 
at all loads—whether heavy greases are discuss your lubrication needs with you. 


CITIES SERVICE RADIO CONCERTS ... EVERY FRIDAY AT 8 P.M. (E.S.T.) ... WEAF & 43 NBC STATIONS 


CITIES SERVICE INDUSTRIAL OILS 
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Your Stenographer Can Save The 


Cost of Printer’s Type-Setting! 


vie, WABI-IYPER 
= the office Composing Unit 


Here is a complete unit e as simple to oper- 
ate as atypewriter e which will provide the 
reading matter (printer's type styles) for 
your bulletins, forms, charts, catalogues, 
house organs, etc e It may be reproduced by 
photo-offset, stencil printing or gelatin 
and chemical duplicating. Hundreds of dif- 
ferent styles and sizesof types e instantly 
interchangeable e electrically controlled e 
providing absolute uniformity of impression e 
compact e complete e It will save you from 
20 to60% on your printing bills. 


RALPH C. COXHEAD CORP. 


MANUFACTURERS 


Body of text opposite prepared on 17 PARK PLACE NEW YORK, N. Y. 
the VARI-TYPER. * 

















Dependable servicelong hours 


purest of it--on and off--off and on! Utilities 


put flashlights and batteries to the sever- 


est tests, but Ray-O-Vac industrial flash- 


lights and batteries have proven they can 
P Pictured here, the fam 
take it. That’s why each year more and more anteed foolproof 


Switch---exclusive y 


utilities specify “Ray-O-Vac”. Vac feature 


RAY-O-VAC COMPANY 


Formerly FRENCH BATTERY COMPANY 
MAIN OFFICES and PLANT — MADISON, WISCONSIN 
Additional Factories at. Clinton, Massachusetts, Lancaster, Ohio 
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NEVER EQUALED FOR 


SERVICEABILITY 





For 10, 20 and Even 30 
Thousand Hours Gargoyle 
D.T.E. Oils retain their ability 


to Lubricate Efficiently 


Socony-Vacuum OIL Company, INC. 


STANDARD OIL OF NEW YORK DIVISION - WHITE STAR DIVISION - LUBRITE 
DIVISION - WHITE EAGLE DIVISION - WADHAMS OIL COMPANY - MAGNOLIA 
PETROLEUM COMPANY - GENERAL PETROLEUM CORPORATION OF CALIFORNIA 
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ROBERTSHAW 


FOR THE MOST DIVERSIFIED LINE OF 






SPACE HEATER THERMOSTATS 





ROBERTSHAW THERMOSTAT COMPANY 
Monts, cm’ enon emm 2 a. 8. w- 


Manufacturers who have specialized in thermostats since 1899 
fe) 
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STEEL BUILDINGS 


Thousands of miles of transmission towers. . oo pga 


work necessitating highly specialized fabri 
enormous areas of Electroforged open 
ard steel buildings for all uses...gas cleaners 
- lines . .. steel forms for concrete tunnels, w 
.. steam purifiers, desuperheaters... ell 
. and other products of Blaw-Knox ufa 
at work for the Public Utilities of ica. 
The fact that Blaw-Knox Products in accord with 











BLAW-KNOX 


FARMERS BANK BUILDING, PITTSBURGH, PA. 








CLAMSHELL BUCKETS 


the rage pee pair ye of Lary oe Utility Cay = . 
chasing is proof not onl 
products themselves but ey the my Bo vase behind 


the products. 


COMPANY 
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Power 
Transformers 


AGNER transformers are of sturdy 
WF ciieelen and are liberally designed 
to withstand abuses and to operate at all 
times at high efficiency. They meet demands 
for reliable service under all conditions. 


The Wagner line includes every type and 
size of power and distribution transform- 
ers, enabling Wagner to supply all your 





requirements. Call on Wagner! Forty-five 
years’ experience in the electrical field is 
at your disposal. 


TT237-1BA 
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GRINNELL FITTINGS 


insure Better Welding 





It is easy for a qualified pipe welder to make one, a hundred 
or a thousand welds by using Grinnell Welding Fittings. 

They reduce all welding to plain circumferential butt welds. 
Their ends are perfectly machined. They cut the “human 
element loss” to a minimum. 

Distinctive features of Welding Fittings made by Grinnell: 

Uniform wall thickness 
One piece fitting—no seams 
Smooth surfaces, inside and outside—no flattening 
or buckling 
Weld easily—they have the same properties as the pipe 


Send for a copy of Welding Fittings Catalog for reference 
GRINNELL COMPANY 


EXECUTIVE OFFICES PROVIDENCE, R. 1. 
Branch Offices in Principal Cities 


GRINN ELE 





7 


WELDING 
FITTINGS 
Include 
Elbows and Returns 
Tees and Crosses 
Reducers 
Caps, Sleeves, Saddles 
Outlets 
Flanges of all types 
Special Welding Items 


to meet special 
conditions 


FABRICATED PIPING AND ALLIED PRODUCTS TO GRINNELL LABORATORY STANDAW 
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Here Is Economical Crawler Power 








for a Great Variety of Work 


r x é - 
“2 eek 


bP el 


* a: 
a 


i 


The International T-20 TracTracTor doing a fast, low cost job of cleaning up the right-of-way—an example 
f the variety of work it will handle. 


The unusual versatility of the International 
1-20 TracTracTor recommends it wherever a 
crawler tractor of this size is needed. Work- 
ing alone or in combination with equipment 
built around i+, the Model T-20 is the solution 
to many mobile power problems. 


This rugged tractor is only 113 inches long 
and turns completely within a circle having 
a b-foot radius. Easy steering enables the 
operator to maneuver the Model T-20 in con- 
gested or narrow space, on railroad grades, 
in and out of excavations, etc. 


The Model T-20 is powered by the economical 
International 4-cylinder engine with ball-bear- 
ing crankshaft. Transmission and final drive 
are mounted on self-aligning and self-adjust- 
ing ball bearings and run in a bath of oil. 
Steering clutches and brakes are readily ac- 
cessible through rear cover plates. Self- 
aligning and self-adjusting oil seals keep out 
dust and dirt and keep in the oil. 

For complete information on the Interna- 
tional T-20, or any industrial tractor (wheel 
or crawler) in this line, ask the nearby indus- 
trial dealer or Company-owned branch. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


606 So. Michigan Avenue 


Chicago, Illinois 


INTERNATIONAL HARVESTER 
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STOPPERS 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 





Use the HAYS <a 


(hee  BOneOn Gumem 4 
SrFiClENTLY 


More than 
400 
Styles and 


wide selection of styles and sizes. 


a 


DAVEY LINE CLEARING SERVICE 


Davey Lowers Your Costs 


Reduction of your line clearing costs takes 
more than wishful thinking. It requires de- 
tailed planning and a personnel picked for 
just such work. Davey men get costs down 
because they have: 


@ Industry 

@ Fine Training 

@ Experience 

@ Good Organization 
@ Careful Supervision 


Davey men get things done. They know 
what to do and how to best accomplish it. 
They follow out your wishes to the letter. 
This is a service that may be worth your 
personal investigation. 


THE DAVEY EXPERT CO. 


DAVEY TREE SURGEONS 


KENT, OHIO 


COPPER METHOD 


Janine -  - & © ona 
ECOMOMPEALLY 


and 


j 


WHEN you use Double Seals you get doubly 

tight connections. Note how the 2 faced 
flare of the tubing fits snugly over the 2 
machined seats of the fitting to make mechan- 
ically strong copper tube connections. Every 
Double Seal joint is a union joint and only Hays 
Double Seals tie in 100% with iron pipe ina 
Connect appliances and 


instruments; install water and gas service lines and use the 


Hays Copper Plumbing Method for general utility work. 
tested under se- 
vere stresses and 
approved by Un- 


HAYS MFG. CO. 


It's 
derwriters’ Labora- 
tories. Send for 
details. 


ERIE, PENNA. 
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@ There are reasons for the overwhelming preference shown 
for A. C. S. R.: Its high strength-weight ratio permits long 
spans without exceeding stress values that experience shows 
to be reasonable and safe; it has demonstrated its economy, both in 
construction cost and in year after year maintenance. 


Aluminum Company of America, 2134 Gulf Bldg., Pittsburgh, Pa. 


ALCOA:-ALUMINUM 


ALCOA 
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WILD RURAL LINES 











OPPERWE 
PE-Asee 
NDUCTORS 


J. Standard copper construction meth- 
ods, with the added economy of long 
spans and greater safety, mean low first 
cost and low future maintenance costs. 


{| Thousands of miles of Copperweld- 
Copper Conductors are in service on 
rural lines throughout the country, under 
all conditions of loading. Their econ- 
omy and dependability have been 


proved. 


COPPERWELD STEEL COMPANY 


GLASSPORT:--~- PA. 








Portable lamps marked 
with this tag are 
bringing better sight 
te young and old. It 
says in effect: ‘‘Found 
by EH. T. L. test to 
comply with I.B.S. 
specifications.” 


BETTER LOAD BUILDERS 
... thanks to ETL. tests 


I. E. S. Better Sight Lamps are enjoy- 
ing an amazing success with the public 
and are rapidly boosting lighting load. 
Why? 

Partly because E. T. L. Tests help give 
better value by assuring compliance with 
I. E. S. specifications. Thus your cus- 
tomers get lamps that: 


1. Give more and better light. 
2. Are electrically safe. 
3. Are mechanically sound. 


These lamps are one of many products 
tested by E. T. L. For more than thirty- 
nine years’ Electrical Testing Labora- 
tories has been finding the facts, by re- 
search and test, about almost everything 
that a utility sells, services, buys or uses. 
Our clients tell us it has made their op- 
erations more profitable. May we serve 
you? 

Write for your copy of a new booklet 
which explains our services. 


ELECTRICAL 
TESTING 
LABORATORIES 

1 East End Aven 
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GUARANTEED 


for HEAVY DUTY 





—$— 





or sight 
old. It 
“Found 
test to 
1.5.5. 


DERS 





tests 

njoy- “ : 

ak ‘4 @ This tough brute of a 
pipe wrench has proved 

> give —to the tune of millions of 


= RIL&I1bS—not only that 
it's the slickest working tool 
you ever slapped on a pipe 
but that it stands terrific 
abuse without a flicker. Hous- 
ing and handle are made of a powerful new super-alloy, jaws 
of chrome molybdenum alloy. 
Use it straight or crooked, side twist it or what you want—it 
takes it cheerfully, housing and all. It meets U. S. Government 


and Navy tests. 

What other wrench gives you these? An unbreakable housing; 
instant grip and let go, no locking on pipe, no slipping; full- 
floating balanced hook-jaw with handy pipe scale; adjusting 
nut in open housing ALWAYS spins easily in all sizes, 6" to 60". 


Trust a Ri@ail>—for easy work and absolute safety. 
Ask your Jobber. 


HE RIDGE TOOL CO., ELYRIA, OHIO, U. S. A. 


UCD roots 
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ONE WORD— CONNELLY 


60 Years Service to the Gas 
Industry 











CONNELLY PRODUCTS 


Iron Sponge—Ready Mixed and Iron 
Oxide Ore—Unmixed 
+ 
Governors—For Station, District Service 
and Appliances 
es 
Back Pressure Valves and Gas Screens 
+ 
Caloroptic BTU Indicator with or with- 
out Alarm and Signal System 
+ 
: Ebadi U-Gauges and H2S Testers 
Cat. No. W-71-B 
oO ni ae a 
Sar Guetedaoed tated eamstestan Uitae bon (9 ODD PH | I 1 
Aluminum or rust-proofed steel—l to 4 gang. fi = 
Write for details. Oron Spqnae «ew [GYestlsasteye Go. 


WALKER ELECTRICAL COMPANY Ghicago, Jl. Elizaletly, N.d, 
ATLANTA GEORGIA 


g hike 








x 0Kt* 


4 can mit ANY COAL 





e Stowe Stokers burn the entire range from 4 

or 5% ash Pocahontas to the high ash coal from 

west of the Mississippi River. They give you 

greatest possible control over fluctuating mine 

prices—and changing freight rates—enable you L 

to burn the coal natural to your location. There 

are other factors too that recommend Stowe * battery of four Stowe Stokers 
7 ; urning cheap midwestern coal—at 

Stokers for your service. Full details on request. high efficiency. 


THE JOHNSTON & JENNINGS co. Catalog No. 10 gives full details —is 
977 Addison Rd. Cleveland, Ohio complete with 14 diagrams—20 illus- 


Engineering and Sales Services in the Principal Cities trations. Send for one. 


STOWE STOKERS 
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Ready for QUICK Heating- 


Those annoying COLD SPOTS are quickly put out of business when you 
direct the warm air from a BREEZO-FIN Unit Heater at them! 

And Breezo-Fin Heaters are easy to install, too. They come in a good 
range of sizes, are efficient, quiet, sturdy. They have no “pockets,” no short 
tubes, no “multi-joint” construction in the coil, hence no coil trouble. 

They are ready for stock shipment. 


BUFFALO FORGE CO., 444 Broadway, Buffalo, N. Y. 
In Canada: CANADIAN BLOWER & FORGE CO., LTD., KITCHENER, ONT. 


Bul? Unit Heaters 
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i 
Designed 


for Electric Ranges 


Emphasizes the Advantages of Electric Range Cookery 


and Flavo-Seal covers result in high thermal efficiency. 
This beautiful matched set is made of triple thick aluminum. 
Its wide flat bottoms, correct diameters, straight sides, 


New Features 


. High heat-resisting rectangular Bakelite 


handles on skillet and sauce pans. Will not 
turn, loosen or char. Can be used for oven 
cookery with heats up to 350 degrees. 


. Flavo-Seal covers retain food's flavors and 


natural inherent moisture. 


. The Dutch oven has high heat-resisting Bake- 


lite side handles and cover knob. Can be 
used in the oven with heats up to 450 degrees. 


. Made of triple thick aluminum—distributes heat 


uniformly and quickly without burning contents. 
. Flat bottoms on all utensils fit over units 
snuggly and economize on current. 





For Electric Range Promotions 

This set is smart, new, and modern in design. 
Its beauty and cooking advantages on an elec- 
tric range make it ideal for use in electric 
range promotions. Set consists of a 5 quart 
Dutch oven with trivet; 2, 3, and 4 quart 
covered sauce pans; and an 8 gauge !0 inch 
covered skillet or chicken fryer. 


Complete Recipes and Instruction 
A 23 page recipe booklet, especially pre- 
L anies 


pared for electric range Y: 
each set. Write for your copy. 





WEST BEND ALUMINUM COMPANY 


Dept. 66 


West Bend, Wisconsin 
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PLANT SAFETY 


WITH GOLDEN-ANDERSON 
AUTOMATIC VALVES 


Safety Stop Non-Return 
pe valves protect lives and 
property, automatically, 
against live steam flows due 


to boiler ruptures or steam 
line breaks. 


Perfect water level con- 
trol assured by the Alti- 
tude control Valve . 

the most efficient and 
dependable automatic 
valve for tanks, stand- 
pipes and reservoirs. 


Ask for your copy of catalog for our com- 
plete line of automatic control valves 


Golden-Anderson Valve Specialty Co. 
1380 Fulton Bldg. Pittsburgh, Pa. 

















This Battery Is Designed for 


4 


e 


CHLORIDE 
BATTERIES 


Stationary Service 


_ SS no battery has ever won the 
confidence of the telephone, railway and 
power companies as completely as the Exide 
Chloride Battery. Certainly none other has 
been more widely used by the leading utili- 
ties for stationary service. The reason for 
this is more readily appreciated when the 
advantages of its unusual construction are 
thoroughly understood. 


Yet the Exide Chloride is but one of many 
types of Exides that have been serving the 
country’s utilities for nearly half a century. 
Possibly some one, or more, of these types 
offers your organization the proper solution 
of battery problems. Our engineers are at 
your service. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 
The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 
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BARRON G. COLLIER, INCORPORATED 
ANNOUNCES THE REMOVAL OF ITS 
OFFICES AND THOSE OF ITS ASSO. 
CIATED CAR AND BUS ADVERTISING 
ORGANIZATIONS TO THE SQUIBB 
BUILDING, 745 FIFTH AVENUE, 


AT 58th STREET - - + -NEW YORK 


DECEMBER 21 TELEPHONE 
1936 ELDORADO 5-6701 


Car and Bus Advertising throughout the United States, Canada and Cuba 
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THE MERCOID SWITCH 
ELIMINATES ALL 
CONTACT TROUBLE 


CONTROLS ARE THE MOST IMPORTANT 
UNITS IN ANY TYPE OF AUTOMATIC HEAT- 
ING OR AIR CONDITIONING EQUIPMENT 


lf the controls cease to function or fail to operate 
correctly, the whole equipment follows suit. « It 
is obvious that the better the controls, the better 
the performance of the equipment. « The Mercoid 
Corporation has steadfastly adhered to the policy 
of making only the highest grade of controls. 
The quality was never sacrificed for price. 
THE MERCOID SENSATHERM 
illustrated above, is outstanding for its sensitivity 
and reliable performance. There are many thou- 
sands of these thermostats in service over a long 
period of time, and all are giving complete satis- 
faction. e Further details of the Sensatherm as 
well as on all other Mercoid Controls, contained 
in Catalog No. 100-PA. Write for a copy. 





Cuba BIHE MERCOID CORPORATION «+ 4201 BELMONT AVENUE « CHICAGO, ILLINOIS 
MANUFACTURERS OF AUTOMATIC CONTROLS FOR HEATING, AIR CONDITIONING AND VARIOUS INDUSTRIAL APPLICATIONS. 


GENTLEMEN: PLEASE SEND YOUR CATALOG No. 100-PA TO: 
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NATIONAL 
GORILLA GRIP 


for 


PERMANENT—PERFECT CONTACT 
LUGS AND CONNECTORS 


— —————— 


erect nme 
a u 


From the beginning of man’s mechanical discoveries, 
the wedge and lever were found to be the most effec- 
tive methods of obtaining a maximum compression. 
These principles are utilized in the Gorilla Grip Con- 
nectors as shown at left. 


—_ tt an. an Toe 


5 | yoke having tapered openings eccentrically aligned 

— and drawn together by means of a tapered head bolt 

uel and nut. This principle is utilized in numerous types 

' / __ of fittings. The branch end shows the Type “G” prin- 

ciple having a sleeve, locking ring and compression 

nut. This idea is used in fittings to which it is par- 
ticularly adapted. 


>= 7 The main end shows the “Y” design with body and 


The contact surfaces of the National Gorilla Grip Con- 
nectors are serrated and hold a large surface of the 
conductor with a uniformly high pressure to assure a 
perfect contact. There is a National Gorilla Grip Con- 
nector for every conductor, no matter where it taps 
or terminates. 


SPECIFY AND USE NATIONAL GORILLA GRIPS FOR MAXIMUM 
EFFICIENCY, PERMANENCY, EASE OF INSTALLATION AND 
ECONOMY 


WRITE FOR CATALOGS 


Rational Electric |e 


stata at Halliyuulls Ws 
bo Ua 





eo | as | 
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Utilities Almanack 








{ Minnesota Telephone Association concludes meeting, St. Paul, Minn., 1937. 





{ American Society of Civil Engineers ends annual convention, New York, N. Y., 1937. 





{ Nebraska Telephone Association will hold convention, Lincoln, Neb., February 9, 10, 1937. 








q Att Motor Carriers of Oklahoma start annual convention, Oklahoma City, Okla., 








I Am. Society of Heating & Ventilating Engineers opens meeting, St. Louis, Mo., 1937. 
{ Am. Institute of Electrical Engineers starts winter session, New York, N. Y., 1937. 





1 ple England Gas Association will hold meeting, Boston, Mass., February 10-12, &® 





1 N aio } Mocetont Monefesueme sane will convene for midwinter meeting, New 
York, «, February 14-18, 





{ American Sostety aa Testing Materials will hold 1937 Regional Meeting and Committee 
Week, Chicago, Ili., March 1-5, 1937. 





{ American Gas Association, Industrial Gas Section, will hold conference, Philadelphia, Pa., 
March 2, 3, 1937. 





q Institute of Radio Engineers will convene, New York, N. Y., March 10-12, 1937. 





{ Wisconsin Utilities Association, Gas Section, Commercial and Technical Divisions, will 
hold joint convention and exhibit, Milwaukee, Wis., March 15-17, 1937. 











FEBRUARY —_— 





{ Texas sepenone Association will convene for annual session, Dallas, Texas, March 
16-18, 1937. 











1 Agim Railway Engineering Association will hold meeting, Chicago, Ill., March 16-18, | 
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J lowa Inde, a Telephone Association will hold meeting, Des Moines, Iowa, € | 
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Photo by Charles Phelps Cushing 


Norris Dam Interior 
View of the Long Corridor inside the Concrete Walls 





Public 
Utilities 


FORTNIGHTLY 


Vor. XIX; No. 2 


JANUARY 21, 1937 


Future of the Holding Company 
in the Nonutility Field 


Significance of Public Utility Act of 1935 


If the relatively less important public utility industry can be singled 

out for Federal regulation, and drastic legislation be enacted to curb 

or abolish the holding companies that, through subsidiaries, render 

their services, how much greater, asks the author, is the possibility 

that Federal regulation of holding companies will be extended into 
the more important nonutility fields? 


By ERNEST R. ABRAMS 


being made upon the constitu- 

tionality of the Public Utility 
Act of 1935, the drastic regulation of 
all and the dissolution of many of the 
existing public utility holding compa- 
nies is today the law of the land. 
During the progress of the act through 
Congress, much discussion of its pro- 
visions and the basic philosophy that 
was responsible for its introduction 
and sponsorship by the present admin- 
istration was had, both in committee 
hearings and in the press, with con- 


D ESPITE the vigorous attack now 


tinued speculation as to the possible 
extension of similar Federal regula- 
tion into other fields of business enter- 
prise. It is the purpose of this inquiry 
to outline briefly the extent of use of 
the holding company in nonutility 
fields, the criticisms that have been 
directed against such use, and to pre- 
sent, in the light of the experience of 
utility holding companies, the reasons 
why the broadening of holding com- 
pany regulation to include the non- 
utility field seems a near-term possi- 
bility. 





PUBLIC UTILITIES FORTNIGHTLY 


The holding company is no more an 
invention of the public utility industry 
than it is of the Federal government ; 
both have used this age-old corporate 
device when its outstanding advan- 
tages over other alternatives have 
seemed best to serve the honorable 
needs at hand. The holding company 
was old and time-tested before the 
adoption of our Federal Constitution. 
Plutarch records one of the earliest 
organizations of a central business 
company in his account of the prac- 
tices of Marcus Cato (234-149 B. C.) 
who was engaged in the loaning of 
money on ships. The United Nether- 
lands as early as 1602 granted a char- 
ter to the East India Company which 
formed a number of branches in dif- 
ferent cities, each with its own capital 
and directors. In 1698, William and 
Mary granted charter rights to the 
British East India Company (char- 
tered first in 1600) under which it 
subscribed to the capital stock of a 
new East India Company. Even 
Oxford University recognized the ad- 
vantages of one corporation with a 
group of controlled subsidiaries as 
early as the sixteenth century. 


HE preponderance of legal opin- 

ion, in the early years of the 
United States, was that the common 
law granted no power to a corpora- 
tion to hold stock in another corpora- 
tion, since this was held to subject 
its stockholders to an added and un- 
contemplated risk, but that such power 
was to be obtained solely from specific 
legislative enactment. Probably the 
first instance of the granting of such 
power in the United States occurred 
in 1832 when the Baltimore and Ohio 
Railroad Company (originally char- 


68 


tered in 1827) was authorized by 
Maryland to subscribe to the stock of 
the Washington Branch Railroad, sub- 
sequent legislation authorizing the 
purchase of the stocks of other rail- 
roads. 

Other instances of specific author- 
ization followed shortly thereafter. 
In 1853, the Pennsylvania Railroad 
Company (originally chartered in 
1846) was specifically authorized by 
the Pennsylvania legislature to sub- 
scribe, within certain limitations, to 
the stock of other railroads and, by 
1866, stock in four such enterprises 
had been acquired. In 1864, the 
Chicago and North Western Railway 
Company (originally chartered in 
1859) was authorized by the state of 
Illinois to own the stocks of certain 
other railroads, control of three such 
enterprises having been acquired by 
1865. The Vermont Central Railroad 
by 1849 had acquired with legislative 
approval stock in twenty other rail- 
roads and, in 1850, bought the stock 
of a telegraph company. Western 
Union Telegraph Company, by virtue 
of a New York law granting telegraph 
companies the right to acquire the 
stocks of similar enterprises, con- 
trolled the Pacific Telegraph Company 
in 1864 and had gained the control 
of more than thirty separate telegraph 
companies by 1881. It is important 
to note that all of the foregoing cor- 
porations were combined operating 
and holding companies. 


pene the first pure holding 
company in the United States—as 
differentiated from the combined op- 
erating and holding company—was 
formed in 1868 when Pennsylvania 
granted a charter to the Continental 
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FUTURE OF HOLDING COMPANY IN NONUTILITY FIELD 


Improvement Company with “full Ww" the noted exception of Penn- 
power and authority to hold and own sylvania, New Jersey was the 
securities of any form, either as col- first state to provide for the creation 
lateral or otherwise, and to dispose of of pure holding companies when, in 
the same at pleasure.” Forty-one such 1888, the legislature permitted corpo- 
holding companies with almost sim- rations chartered in that state to in- 
ilar powers had been created by 1872 clude the specific power to hold stocks 
but, owing to the public scandal and in other corporations, which power 
corruption that were exposed in con- was clarified and extended in 1889 
nection with the creation of certain and still further broadened in 1893. 
of them, an amendment to the Con- Many other states followed the ex- 
stitution of Pennsylvania in 1874 de- ample of New Jersey with the result 
prived the general assembly of its that in 1932 at least twenty-five states 
power to create such corruptions or permitted the chartering of holding 
to amend, renew, or extend their char- companies while most of the balance 
ters. Certain well-known corpora- recognized their existence under qual- 
tions of today resulted from this ifications. In 1930, only the four 
group of forty-one charters. Penn- states of California, Idaho, Oklahoma, 
sylvania Company, chartered in 1870, and Vermont prohibited their creation. 
now functions in the consolidation As the result of such nearly nation- 
plans of the Pennsylvania Railroad wide permission, this corporate device 
System; Laurel Run Improvement has been adopted by a wide variety of 
Company, chartered in 1871, has be- business enterprise. 

come the Philadelphia and Reading Of the 573 corporations, certain of 
Coal and Iron Company; Excelsior whose securities were listed and active 
Enterprise Company, chartered in on the New York Stock Exchange in 
1871, now exists as the Reading Com- 1928, Berle and Means in “The Mod- 
pany; Empire Contract Company, ern Corporation and Private Proper- 
chartered in 1871, has become the ty” have found that 92 were pure 
Philadelphia Company, an intermedi- holding companies, 395 were com- 
ary holding company in the Standard bined operating and holding compa- 
Gas & Electric System; while Union nies, while 86 were pure operating 
Contract Company, chartered in 1870, companies. Of the 92 pure holding 
became the United Gas Improvement companies, they found that 69 were 
Company in 1888. industrials, 21 were public utilities, 


e 


“Wauat, then, are the objects to be obtained that have 

q prompted so large a section of the important business 
enterprises of the nation to adopt this particular form of 
corporate organization? Perhaps the foremost reason for 
the wide use of the holding company device has been the 
utter lack of uniformity of the laws of the forty-eight 
states and the District of Columbia.” 


69 
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and 2 were railroads; of the combined 
operating and holding companies, 338 
were industrials, 13 were public utili- 
ties, and 44 were railroads; of the 
86 operating companies, 83 were in- 
dustrials, and 3 were utilities while 
no railroads appeared in this classifi- 
cation. Summarizing, of the 573 
corporations inspected, 487 were pure 
holding or combined operating and 
holding companies of which 407 were 
industrial enterprises, 34 were public 
utilities, and 46 were railroads. 


HAT, then, are the objects to be 
obtained that have prompted so 
large a section of the important busi- 
ness enterprises of the nation to adopt 
this particular form of corporate or- 
ganization? Perhaps the foremost 


reason for the wide use of the hold- 
ing company device has been the utter 


lack of uniformity of the laws of the 
forty-eight states and the District of 
Columbia. 

It is conceivable that one large cor- 
poration might have approximately 2 
per cent of its physical property in 
each of these forty-nine jurisdictions 
and, like the chameleon on the multi- 
colored cloth, “just bust itself wide 
open, trying to make good.” One 
central organization with operating 
subsidiaries in each of the forty-nine 
jurisdictions could fully comply with 
the laws of each political subdivision 
of the nation without subjecting any 
one operating subsidiary to the author- 
ity of more than one state. Secondly, 
the facility with which a holding com- 
pany may be created has an appeal to 
the executive who is desirous of bring- 
ing under one control a group of 
hitherto independent companies since 
it is often possible to secure a major- 
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ity of the voting shares of a corpora- 
tion from a few stockholders or in 
the open market without the necessity 
of securing the consent of the remain- 
ing stockholders. Third, experience 
has shown that the holding company 
is the most effective device yet invent- 
ed for the decentralization of manage- 
ment. And, fourth, it has shown itself 
to be an ideal medium for the diversi- 
fication of normal business risks. 
= what is the holding company? 
In the broadest sense, it may be 
defined as any company which holds 
the securities of one or more other 
companies. General usage, however, 
has limited the term to the extent of 
excluding all companies whose secur- 
ity holdings in other companies are 
insufficient to give a voting control 
thereof. During recent years and par- 
ticularly since the introduction of the 
Wheeler-Rayburn Bill into Congress 
in February of 1935, there has been 
a tendency to class as a holding com- 
pany any company owning sufficient 
stock of another company to permit 
the exercising of some degree of con- 
trol—working control—over its activ- 
ities. This definition appears to have 
been adopted by the Federal govern- 
ment since the ownership of as much 
as 10 per cent of the stock of another 
public utility company, under the Pub- 
lic Utility Act of 1935, classifies the 
holder thereof as a holding company. 
Aside from the pure holding com- 
pany and the combined operating 
and holding company, these corporate 
devices may be classified as vertical, 
horizontal, and circular, owing to the 
character of the controlled subsidiaries 
and the objects to be obtained. Ver- 
tical holding companies are those 





FUTURE OF HOLDING COMPANY IN NONUTILITY FIELD 





The Holding Company’s Contribution to Progress 


667 I ‘HE holding company has contributed much to the great 
advance, industrially and economically, in this country in 
the near half-century since New Jersey first amended its corpora- 


tion laws in 1888 


and any attempt at this late date to 


‘unscramble’ the many important holding companies in the non- 

utility field would work grave injustice and intolerable loss on 

the general public, the innocent security holders, and the great 
body of business enterprise alike.” 





which control subsidiaries that are en- 
gaged in the production, mining, or 
gathering of the requisite raw mater- 
ials, their processing, and their ulti- 
mate distribution in semi-finished or 
finished form to the actual consumer. 


TS United States Steel Corpora- 
tion which controls iron and coal 
mines, blast furnaces, by-product coke 
plants, steel producing and finishing 
mills, and sales organizations is typi- 
cal of the vertical holding company. 
Those enterprises that desire to con- 
trol the distribution of certain com- 
modities over wide areas, rather than 
the production of such commodities, 
may be classed as horizontal holding 
companies. Gas and electric utility 
systems such as Standard Gas & Elec- 
tric Company, The Commonwealth & 
Southern Corporation, and North 
American Company fit into this classi- 
fication as do The Great Atlantic & 
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Pacific Tea Company, Kroger Gro- 
cery & Baking Co., Inc., and Asso- 
ciated Dry Goods Corporation. Even 
such railroad groupings as Chesapeake 
Corporation and Pennroad Corpora- 
tion fall within the boundaries of this 
group. Circular holding companies 
are those in which related lines are 
added to the major products because 
of existing facilities for distribution 
or sales. Into this classification 
would fall the meat packers who ac- 
quire the control of companies en- 
gaged in fruit and vegetable canning, 
dairy products, poultry products, and 
similar articles requiring refrigerated 
transportation and handling. Or the 
chain cigar stores which add the con- 
trol of companies dealing in candy and 
similarly retailed goods to their port- 
folios. 


4 I “HE mere tabulation of the active 
holding companies in the United 
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States would require many pages but, 
for the purpose of indicating the wide 
use of this device, only a few out- 
standing examples in each of the ma- 
jor fields of business enterprise need 
be cited. (See list below.) 

To this brief list of holding com- 
panies in the major lines of business 
activity might be added a few in- 
stances in which the Federal govern- 
ment has found it advantageous to 
resort to this legal device. The Farm 
Credit Administration, Home Owners 
Loan Corporation, Inland Waterways 
Corporation, Reconstruction Finance 
Corporation, and Tennessee Valley 
Authority, all now or at some time 
since their organization, have acted as 
holding companies through the owner- 
ship of the controlling stock in other 


HE number of holding companies 

in the railroad field has already 
been shown to be but ap>roximately 
10 per cent of the number in the in- 
dustrial field, owing in part to the 
comparatively small number of active 
railroad corporations as against the 
large number of industrial corpora- 
tions in the United States and also 
in part to the fact that Congress had 
placed no serious restrictions on rail- 
way operating companies prior to the 
passage of the Transportation Act in 
1920 from which an avenue of escape 
was strongly desired. Furthermore, 
through the various state and Federal 
commissions, a more effective degree 
of control was had over railroad ac- 
tivities than over any other division 
of business enterprise in the country. 


corporations. 


FIELD OF ENTERPRISE 


Agricultural Implements 
Automobiles 

Banking and Financial 
Chain Stores 

Chemicals 


Communication Companies 


Dairy Products 
Equipment Manufacturers 
Food Stuffs 

Mail Order Houses 
Meat Packers 

Mining 


Motion Pictures 
Newspapers 


Petroleum Products 
Railroads 

Steel Manufacturers 
Tobacco Products 
Public Utilities 


The important effect, however, that 


e 


TypicaL Hotpinc CoMPANIES 


International Harvester Company and Deere & Company 

General Motors Corporation and Chrysler Corporation 

Transamerica Corporation and Northwest Bancorporation 

Kroger Grocery & Baking Co., Inc., and S. S. Kresge & Co. 

E. I. duPont de Nemours & Company and Allied Chemical & Dye 
Corporation 

American Telephone & Telegraph Company and Western Union 
Telegraph Company 

Borden Company and National Dairy Products Corporation 

General Electric Company and Pullman, Inc. 

Standard Brands, Inc., and General Foods Corporation 

Montgomery Ward & Company and Sears, Roebuck & Company 

Armour & Company and Swift & Company 

Anaconda Copper Mining Company and American Smelting & 
Refining Company 

Paramount Pictures, Inc., and Warner Bros. Pictures, Inc. 

E. W. Scripps Company (Scripps-Howard) and Hearst Consol- 
idated Publications, Inc. 

Standard Oil Company of New Jersey and Texas Corporation 

Pennsylvania Railroad Company and Reading Company 

Bethlehem Steel Corporation and United States Steel Corporation 

American Tobacco Company and Liggett & Myers Tobacco Company 

Columbia Gas & Electric Corporation and American Water Works 
& Electric Company 
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both Federal and state antitrust laws 
have had upon the industrial corpora- 
tions in the United States has been 
the principal reason for the wide use 
of the holding company device in that 
field. The pool and the trust that had 
preceded it in more or less general use 
had been ruled out by the courts and 
outright merger with all of its disad- 
vantages and the unstable community 
of interests were the only alternatives. 
When, with the amendments to the 
corporation laws of New Jersey from 
1888 to 1893, a holding company 
could be formed which offered most 
of the desired advantages of the trust 
without its legal handicaps, that legal 
advice was adopted by many of the 
industrial enterprises of size in the 
country. While the Supreme Court’s 
decision in the Northern Securities 
Case, holding that this device could 
not be used as a means of maintaining 
monopoly, and the Clayton Act of 
1914, making it illegal for one corpo- 
ration to acquire the control of an- 


other if such control might result in 
the substantial lessening of competi- 
tion between the two companies, 
placed bothersome barriers in their 
path, no effective control over indus- 
trial holding companies as has recent- 
ly become law in the utility field has 
been attempted or achieved. It might 
be worth while, therefore, to inquire 
into the abuses, existing or possible 
under the holding company system, in 
the industrial field. 


HE Federal Trade Commission, 

as the result of its 7-year ex parte 
investigation, handed down a report 
under date of January 26, 1935, 
wherein nineteen evils that it consid- 
ered as inherent in the holding com- 
pany system were set out and while 
certain of these evils had particular 
bearing on the public utility field, it 
might be well to examine the charges 
and note any application to the in- 
dustrial field. In addition, certain 
other evils that have from time to 
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THe CHARGE 
1: “Pyramiding companies owning or controlling the 
operating companies for the purpose of enabling a 
minimum of investment to control a maximum of 
operating facilities, involving a greedy and highly 
speculative type of organization detrimental to the 
financial and economic welfare of the nation.” 


2: “Loading the fixed capital account of public utili- 
ties with arbitrary or imaginary amounts in order to 
establish a base for excessive rates.” 


3: “Writing-up the fixed assets without regard to 
the cost thereof, with the result of watering the stock 
or creating a fictitious surplus.” 


4: “Engaging in transactions of purchase and sale 
of property or securities with controlled or subsidiary 
companies for the purpose of recording arbitrary prof- 
its or fixing valuations unjustified by market values.” 


5: “Exaction of payments from affiliated or con- 
trolled companies for services in excess of cost or 
value of such services.” 
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THe APPLICATION 
This criticism could be applied with 
equal force and effect to holding com- 
panies in the industrial field. 


Naturally, this criticism can apply only 
to the public utility and railroad fields. 


Except for any effect that might be 
had upon retail prices, this criticism 
can be applied with equal force to 
the industrial field. 


Except where this criticism might be 
applied to increasing of the rate base 
of utilities, it could be justified equally 
as well in the industrial field. 


A reading of any of the industrial in- 
vestigations’ reports by Federal bodies 
will reveal that this practice exists in 
the industrial field. 
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THE CHARGE 
6: “Gross disregard of prudent financing in excessive 
issues of obligations imperiling the solvency of the 
company and involving excessive charges for interest, 
discount, commissions, redemptions, etc.” 


7: “Manipulating the security markets to deceive 
stockholders, bondholders, or potential purchasers of 
its securities.” 


8: “Putting funds in the call loan market with the 
result of greatly stimulating speculation.” 


9: “Excessive use of conversion privileges for bonds 
and preferred stocks and of purchase warrants and 
options with the effect of inducing investors to part 
with conservative investments for speculative ones.’ 


10: “Misstatement of earned surplus or failure to 
distinguish capital surplus and making payment of 
dividends from the latter.” 


11: “Deceptive or illusory methods of dividing or 
pretending to divide earnings or profits.” 


12: “Including imaginary (or putative) interest in 
construction costs of a public utility and counting it 
as a part of earnings.’ 


13: “Deceptive or unsound methods of accounting for 
assets and liabilities, costs, operating results, and earn- 
ings, including write-ups, unrealized or fictitious prof- 
its, stock dividends, etc.” 


14: “Corporate organization which gives powers in- 
consistent with a just division of responsibilities and 
emoluments as between various groups or parties 
furnishing capital by loan or contribution, either 
directly or indirectly by purchase, succession, or 
otherwise.” 

15: “Issuing special voting or management stock 
giving control at small cost in order to promote the 
interests of selfish cliques, against the interest and 
safety of the general stockholders.” 

16: “Unsafe or mischievous methods of securing 
loans to the detriment of the lender.” 

17: “Intercompany financing on a basis disadvantage- 
ous to the operating company borrowers or lenders.” 
18: “Evasion of state laws in effecting sales of 
security issues.” 

19: “Effecting corporation reorganizations principally 
for the purpose of evading the payment of Federal 
income taxes.” 


THE APPLICATION 


Charges 6 to 11 inclusive can by no 
means be considered as spPtyang. solely solely 
to the public utility field. 

to be accepted as just then ed Po 
dustrial field of business enterprise in 
so far as it has made use of the hold- 
ing company system must plead guilty, 
perhaps to even a greater degree. 


Although the criticism is directed sole- 
ly at utilities, such practice is not 
without example in the industrial field. 


The same answer to these charges 
from 13 to 19, inclusive, can be made 
as was applied to charges 6 to 11, in- 
clusive. If accepted as correct, they 
can be pointed with the same force 
to every field of business enterprise 
that has made use of the holding 
company. 


time been advanced by independent 
investigators will be mentioned. No 
attempt will be made to pass upon the 
relevancy or fairness of the criticism. 

In addition to the specific charges 
against the holding company system 
by the Federal Trade Commission, 
the more important and most fre- 
quent criticisms of this legal device 


in the industrial field have been (1) 
the possibilities or tendencies toward 
monopoly or restraint of trade, (2) 
the near futility of effective state con- 
trol, (3) the ability to effect monopoly 
of natural resources, (4) the formid- 
able front presented in dealing with 
organized labor, and (5).the tendency 
toward political corruption. 
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Will Nonutility Holding Companies Be Curbed? 


“ . .. the relatively less important public uti- 

ity industry can be singled out for Federal regu- [- 
lation and drastic legislation be enacted to curb 
or abolish the holding companies that, through 
subsidiaries, render their services, how much 























greater is the possibility that Federal regulation 
of holding companies will be extended into the 


more important nonutility fields?” 





"igo Bonbright and Means in 
“The Holding Company” have 
indirectly propounded a question that 
deserves the careful consideration of 
every business executive of today. 

If one were called upon to pass general 
and all-inclusive judgment on the question 
whether the public advantages of the hold- 
ing company have been outweighed by its 
public evils, one would have to base a con- 
clusion largely on an answer to the more 
fundamental question whether the rapid 
trend toward larger and larger units of busi- 
ness enterprise has been desirable or unde- 
sirable from the social point of view. 
Ignoring for a moment the eco- 

nomic philosophy which would ruth- 
lessly dismember large business enter- 
prises solely because they are large, 
another essential question that today 
faces all industry is whether the evils 
and abuses assumed to be inherent in 
the holding company device are of 
sufficient importance, socially and eco- 
nomically, in nonutility fields to war- 
rant a reasonable assumption that 
drastic legislation of the type of the 
Public Utility Act of 1935 will be ex- 
tended into the entire field of busi- 
ness enterprise. 

The wisdom of such an extension 
would appear to be open to grave 
doubt and its punitive provision to be 
largely unwarranted. The holding 


company has contributed much to the 
great advance, industrially and eco- 
nomically, in this country in the near 
half-century since New Jersey first 
amended its corporation laws in 1888 
to include the specific power to hold 
stocks in other companies by corpora- 
tions of its charter and any attempt at 
this late date to “unscramble’”’ the 
many important holding companies in 
the nonutility field would work grave 
injustice and intolerable loss on the 
general public, the innocent security 
holders, and the great body of business 
enterprise alike. 


} prensa operating costs, despite 
increased competition, would tend 
toward a rise in the price of necessi- 
ties; the inability of holding compa- 
nies to liquidate their portfolios in a 
market where all were sellers would 
wipe out much of the value of not 
only their holdings but those of the 
innocent investor; and the steady 
stream of receiverships of the weaker 
units that would be deprived of hold- 
ing company support would seriously 
undermine the economic strength of 
the nation. Sometimes, however, as 
we have reason to recall from the 
hysterical days before 1930, unsound 
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economic policies proceed with all the 
speed and force of the veritable, and 
the lack of wisdom of such widespread 
regulation and abolition of holding 
companies is no guaranty that this 
legislation will not be enacted. 

None but the most biased critics will 
deny that, generally speaking, utility 
services have been reasonable in their 
costs and efficiently rendered ; that the 
adequacy of service, even in the small- 
er communities, has been full and suffi- 
cient; and that all matters of rates, 
accounting, and service have been un- 
der the control and supervision of 
state regulatory bodies including com- 
plete jurisdiction over every dollar 
that was collected from the ratepayer 
and over every dollar that was passed 
by the operating companies to the 
holding companies, whether in the 
form of interest or dividends, in the 
payment for services rendered or for 
supplies purchased. 


Sb. how great an extent, however, 
has the regulation of business en- 
terprise outside the public service 
fields (railroads and public utilities) 
by the several states been made effec- 


tive? To what extent have the retail 
prices of necessities been regulated; 
how effectively has monopoly or the 
restraint of trade been curbed; how 
fully has the concentration of natural 
resources in the hands of a few been 
prevented ; to what degree has any real 
control been established over the pur- 
chase or construction of added facili- 
ties, over the passing of funds be- 
tween operating or subsidiary compa- 
nies and the holding company, over 
public or private financing? Yet, in 
the public utility field, these and sim- 
ilar activities had been the subject of 


effective state control for many years 
before the introduction of the Wheel- 
er-Rayburn Bill. 

What may be considered the abso- 
lute necessities of human existence in 
the United States? Food, water, 
clothing, shelter, and fuel most cer- 
tainly would be given top ranking. 


HE chief significance of the Pub- 

lic Utility Act of 1935 to business 
enterprise in the nonutility fields lies 
in its marked departure from the rec- 
ognized sphere of regulation. Here- 
tofore nearly every enactment dealing 
with actual or assumed abuses in the 
field of economic endeavor has had 
for its main purpose the regulation of 
the offending branch of enterprise. 
The Public Utility Act, however, is 
primarily directed at the actual de- 
struction of a particular legal device 
which it regards as socially and eco- 
nomically unsound and a device which 
has had an even longer and more 
widespread use without than within 
the affected field of enterprise. It 
compels the definite abolition of a par- 
ticular form of corporate organization 
from one specific field of business ac- 
tivity. 

It would seem, therefore, that if the 
inherent evils in the holding company 
system were considered to have such 
an inimical effect on the social and 
economic life of the nation as to ren- 
der the drastic regulation of holding 
companies in the public utility field of 
vital necessity, the extension of that 
regulation to the nonutility field might 
reasonably be expected to be the near- 
term goal of a social and political 
philosophy that would largely con- 
demn business enterprise by the stand- 
ard of size alone. 





What Politics Has Handed 
the Electric Utilities 


A power-conscious public 


By RALPH 


agree that the political events of 

the last three years have had con- 
siderable effect upon his state of mind. 
But I wonder just how many electric 
utility men have become fully aware 
of the vast potential value which these 
same events possess for them and for 
their industry. It is my impression 
that most of our utility leaders have 
been so disturbed by surface issues 
that they haven’t taken the time to ab- 
sorb the one thing which is of endur- 
ing importance. 

That thing is the awakening of the 
American public to its first mass reali- 
zation of the place which electric pow- 
er occupies in our national economy. 

We know, of course, that the elec- 
tric age really began some fifteen years 
ago when the development of high- 
power transmission facilities first per- 
mitted us to send pulsing energy over 
far-flung areas. And we know that 
the portent of this ew development 
was not altogether ignored by think- 
ing people. The mid-twenties pro- 
duced some rather penetrating obser- 


| THINK that any utility man will 
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vations on the question of “super-pow- 
er.” But they were mostly confined 
to the more academic organs of opin- 
ion. They concerned potentialities 
rather than actualities. They were 
not matters of nation-wide interest. 
To the public generally the all-em- 
bracing importance of electricity’s in- 
fluence upon our way of living had 
been but vaguely realized up until the 
last year or so. The use of electric 
current had crept into the texture of 
our lives so gradually, so smoothly, 
that we had come to take it for grant- 
ed without ever stopping to find out 
just what it was doing to us. The 
fact that we were entering an electric 
power age which might change our 
whole social and economic picture was 
something which most people were 
never startled into thinking about. 
During the past few months they 
have been forced to think about it. 
Power and the place of the utility 
companies producing it have been 
made critical issues in the policy of 
a national administration for the first 
time since electricity came of age. 
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| geo reese a dramatic regional ex- 
periment in power production and 
utilization within three months after 
assumption of authority, proceeding to 
the establishment of a highly contro- 
versial “‘yardstick” of electric rates, 
continuing with a bold attack on the 
corporate nature of the utility indus- 
try, undertaking vast and exciting con- 
struction enterprises, dramatizing the 
possibilities of rural electrification, en- 
gaging in an intensive warfare of leg- 
islative and court-room battles over 
the questions raised by its activities, a 
political force has brought a private 
business into the spotlight of a nation’s 
attention. 

Publicized by a President of the 
United States, by cabinet members, by 
high executive officers of the govern- 
ment, by key members of the national 
legislature, by leaders of the business 
world, by a battalion of journalists— 
electricity has made the headlines week 
after week, month after month. 

The volume of material appearing 
on questions involving electric power 
and the utilities has been tremendous. 
News stories, feature articles, analyti- 
cal studies have appeared in an endless 
stream. Current History, Review of 
Reviews, Harper's Monthly, Saturday 
Evening Post, and a dozen other mag- 
azines of general circulation have all 
had articles dealing with the govern- 
ment’s power policies in recent issues. 
The news magazines—Time, News- 
Week, Literary Digest, and Business 
Week have carried scores of stories 
about electric power, utility regulation, 
TVA, Grand Coulee, rural electrifica- 
tion, and related subjects during the 
past year. A few months ago the 
New York World Telegram ran fea- 
ture articles describing the TVA for 


a whole week. Time and again the 
New York Times has given prominent 
space in its magazine section to discus- 
sions of the government’s power pro- 
gram. And I doubt if there’s a roto- 
gravure section in the country which, 
at one time or another, hasn’t used pic- 
tures of the various dams which have 
been or are being built as part of the 
administration’s program. 


URING the last eighteen months, 
hardly a day has passed without 
the appearance of some kind of a pow- 
er item in the New York city news- 
papers. Picking at random from a 
recent thirty days’ file, I find a whole 
handful of headlines—many from the 
front pages. For example: 
“Electricity Flows in Old Barns As 
New Deal Shows Model Farm” 
“End of Private Utilities Feared in 
TVA Area” 
“Roosevelt Calls Conference on 
Pooling TVA Power.” 
“New Power Agency Sought For 
West” 
“TVA Plan Held at Odds with Our 
Ideals” 
“New Deal Maps Central Power 
Authority Plan” 
“Roosevelt Calls for Abundant Life 
in This Power Age” 
“Carlisle Assails 
Plan as Waste” 
“Private Utility Concerns Build 
New York Rural Lines.” 


And so on. This list could extend 
for several pages, but this, after all, 
doesn’t pretend to be a bibliography. 

Of course, as a resident of New 
York city, I am basing my impressions 
primarily upon the newspapers pub- 
lished in this community. I do, how- 
ever, have some occasion. to look over 
out-of-town papers. Out of fifty 


Federal Power 
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scattered issues from a dozen cities, 
inspected over an eight weeks’ period, 
I have counted no less than ten news 
stories, played up with sizable head- 
lines, presenting these same matters 
to the readers in their respective locali- 
ties. 


(e that the most cynical 
opinion of the public’s intelli- 
gence is the correct one, it is still diffi- 
cult to imagine anyone able to read or 
to understand a picture who hasn’t at- 
tained at least a slight realization of 
the fact that electricity is something 
which looms pretty big in today’s 
scheme of things. Assuming, more 
reasonably, that despite the presence 
of many stupid people, there does exist 
a large middle group of reasonably 
well-informed citizens of sound intelli- 
gence, we must concede that all this 
publicity cannot do otherwise than 
awaken a large proportion of the pub- 
lic to the importance of electric power 
as a factor deeply influencing the na- 
tional welfare. 

The important thing for the utility 
companies to bear in mind is that this 
really is an awakening. This burgeon- 
ing public consciousness of the impor- 
tance of electricity is a new element in 
the power picture. Its exact weight 
is as yet undetermined. It must be 
watched with thoughtful eyes, and 
judged with great care. 


For it will remain—regardless of 
political developments—regardless of 
how the Supreme Court decides the is- 
sues in the various utility cases now 
awaiting hearing. With the speeches 
finished, the bunting torn down, the 
votes counted, and the decisions read, 
this new realization of the importance 
of power can be counted upon to re- 
main in the public mind. 


HE understanding of this fact is 

of more real importance to the 
utility companies than any set of elec- 
tion results or court decisions could 
possibly be. 

As a matter of fact, one of the big- 
gest personal jobs faced by the utility 
leaders at this time is banishing poli- 
tics out of their thoughts. It seems 
pertinent to observe that a continuance 
of the Roosevelt administration in 
Washington will not, automatically, 
drive the utility companies out of busi- 
ness. The geographical areas where 
direct government competition is pres- 
ent or pending are actually pretty small 
when compared with the vast expanses 
in these United States served by the 
private companies. For quite a while 
to come, the great majority of us will 
be buying our electric current at the 
same old stand. 

Likewise, it is. well to recognize the 
fact that had there been a new admin- 
istration in Washington it would not 


e 


“THE power consciousness of the public is developing along 
two lines, and from the two extremes of human thinking. 
On the one hand, the people are acquiring a broad mass 


feeling of the importance of power to the nation. On the 
other, they are being influenced by a highly individualistic 
interest in what power can do to make each of their lives 
easier and more interesting.” 
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have produced any “presto-changeo” 
return to the “good old days” of the 
late nineteen-twenties. A lot of new 
ideas have come hurtling. into the 
American mind during these last few 
years. The world is a different place. 
Dramatic events on five continents 
have influenced the lives of all of us. 
Too many things have been done 
which cannot easily be undone. 

Wise business men, like wise state- 
men, must face things as they are— 
not as they were, not as they might 
have been. 


Ww power leaders will not, by 
this token, waste much time in 
pondering over the results of the elec- 
tion. They will rather hasten to devote 
their energies to securing the utmost 
business advantage out of the new de- 
velopment which will remain constant 
—the public’s new interest in power. 

The extent to which they succeed 
will depend, first, upon their under- 
standing of the manner in which the 
public mind has been influenced; and, 
second, upon the ability they display in 
making capital of the situation as it 
exists. 

The public mind is a large and slow- 
functioning organism, on the surface 
of which flicker a bewildering array of 
contradictory notions. To attempt to 
identify the great underlying ideas 
which finally represent the will of the 
people is a ticklish business. Never- 
theless, it is a task which must be at- 
tempted. 

What, then, are the power ideas 
which this political parade of publicity 
has implanted in the public’s conscious- 
ness? 

First and most widespread is a sim- 
ple impression—namely, that electric- 


ity is a force of more than local im- 
portance—that our well-being as a na- 
tion is somehow tied up with the utili- 
zation of electrical energy. 

This is hardly an idea—it is more 
of a mental picture. With many in- 
dividuals, it is accompanied by no par- 
ticular thought process—not even a 
desire to know what it’s all about. 
Yet, vague as this impression now is, 
it must not be under-estimated as a 
factor in the power question. For it 
is, actually, the foundation upon which 
rests the whole future of the relation- 
ship between the companies which pro- 
duce power and the people who con- 
sume it. 


S° long as the mass of the public has 
no particular feeling about the na- 
tional importance of electric power, it 
will not become very excited about 
questions of use, production, or con- 
trol. But once the people feel, even 
without understanding, that power is 
a vital element in the nation’s life, they 
are going to prove increasingly re- 
sponsive to the appeals of those who 
would make these matters a subject of 
controversy. 

The second thing implanted in the 
public mind by the events which have 
been and are taking place is a broad- 
ened realization of the variety of serv- 
ices electricity can be made to per- 
form. Despite the years of advertis- 
ing by the utility and appliance com- 
panies which have gone before, it re- 
mained for a political administration 
to ballyhoo the uses of electric devices 
in a manner calculated to enthuse the 
mass mind. Whatever we may or 
may not think of the propriety of the 
New Deal’s activities, we cannot over- 
look the simple fact that the publicity 





WHAT POLITICS HAS HANDED THE ELECTRIC UTILITIES 








The 1936 Election and Electric Power 


“Te results of the 1936 election will not determine the 

country’s power policy. The people have not thought long 

enough or far enough concerning this issue to make their decision 

concerning the New Deal a referendum on power. The political 

events of the last few years have succeeded only in making 
them power-conscious.” 





on behalf of the TVA—with its elec- 
trified communities; and the Rural 
Electrification Administration, with 
its power-operated farms—has given 
electricity itself an abundance of ex- 
cellent promotion. People are talking. 
New desires are being awakened. 
Potential markets are in the making. 

Granted that there is another side to 
the picture—that the utility compa- 
nies have been right in pointing out 
the administration’s neglect of the fac- 
tors involved in reaching a fair price 
for current—it is foolish to disregard 
this reality. The power companies’ 
present and prospective customers 
have been made to realize as never be- 
fore what a complete and wonderful 
servant electricity is. 


T= power consciousness of the 
public is developing along two 
lines, and from the two extremes of 
human thinking. On the one hand, 
the people are acquiring a broad mass 
feeling of the importance of power to 


the nation. On the other, they are 
being influenced by a highly individ- 


ualistic interest in what power can do 
to make each of their lives easier and 
more interesting. 

This is what the utility executives, 
as business men, have to work with. 

What should they do about it? 

First of all, they should convince 
themselves that the one big idea which 
is in their own minds, has not as yet 
seized a foothold in the public mind. 
It may get there quickly, given the 
proper impetus, but it isn’t there now. 

At this juncture, the great govern- 
ment ownership versus private owner- 
ship issue stands as a vague and far- 
off thing in the eyes of the people gen- 
erally. They haven’t got that far in 
their thinking. 

What has the average citizen been 
thinking about the TVA? He has 
seen it as a special case—interesting, 
perhaps,—worth a visit, even—but 
completely detached from his own ex- 
istence. He hasn’t foreseen its dupli- 
cation in the section of the country 
where he lives. Grand Coulee? 
“Quoddy?” “Yeh, I guess they'll 
produce a lot of power—if they’re 





PUBLIC UTILITIES FORTNIGHTLY 


ever built. I’d like to see one of those 
big dams—must be interesting things. 
And they say they can run the whole 
country around them by electricity— 
great thing, electricity.” 


o the Middle Atlantic and North 
Central states where our indus- 
trial life and population are concen- 
trated all these governmental “yard- 
stick” districts are far-off wildernesses 
incapable of producing anything which 
might change living or working condi- 
tions as they already exist. “We’ve 
already got electric power.” 
This feeling can be changed, and 
rapidly changed, by a turn in circum- 
stances. But so far, and despite the 


New Deal’s publicity the great public 
mind has not become deeply impressed 
with the advisability of turning power 
production and distribution, willy-nil- 


ly, over to the agencies of government. 

Much of this indifference undoubt- 
edly rises from the fact that most gov- 
ernment experiments with power have 
been in the municipal field. When 
people think of government manage- 
ment in this connection they have in 
the back of their minds the picture of 
the field day which would be created 
for some local political machine. And, 
besides, the power companies are al- 
ready on the job. 

A very real danger, however, faces 
the utility leaders in this regard. So 
many of them have been doing so 
much shouting about the dangers of 
public ownership that they may suc- 
ceed in developing a widespread sus- 
picion that there must be a “nigger in 
the wood-pile.” Let the public get 
that idea in its head and the utilities 
might just as well get prepared for a 
long, hot, unpleasant session on the 


frying pan. Nor will it make any dif- 
ference which political party is direct- 
ing the affairs of the nation. 


S pepe the important job facing 
the utilities is the conversion of 
the public’s new interest in power to 
their own enlightened advantage. 
They will not do that by a continued 
battling for their “rights.” They will 
not do that by sitting back listlessly, 
taking for granted a restoration of the 
status quo by developments in the po- 
litical arena. They will accomplish 
such an undertaking only through a 
sincere and emphatic display of their 
feeling of public responsibility. 

More than ever the call is for a bet- 
ter display of public leadership by the 
key men in the electrical utility field. 
The industry must show the public 
that the politicians and the professors 
hold no monopoly on social thinking 
in respect to power. 

If it does so, it will not be seriously 
harmed by political influences which 
it regards as unfriendly. If it fails 
to do so, it may discover that the 
friendliest of helping hands to politi- 
cal high places will not save it from 
the displeasure of a disgruntled nation. 

The results of the 1936 election will 
not determine the country’s power 
policy. The people have not thought 
long enough or far enough concern- 
ing this issue to make their decision 
concerning the New Deal a referen- 
dum on power. The political events 
of the last few years have succeeded 
only in making them power-conscious. 

By the time the political volcanoes 
again begin to rumble the story may be 
altogether different. It will all depend 
upon how intelligently the utilities 
have acted in the meantime. 





A Landslide Is a Landslide 


So what may be some of the objectives of 
the new liberal-minded Congress? 
By WILLIAM P. HELM 


n the light of the landslide elec- 
| tion returns, the Seventy-fifth 
Congress will be what the boys 

in the back room call liberal. 
Many conservatives in both houses 
have traveled the chute to retirement. 
Some survived. Others were replaced 


by other conservatives, but many of 
the replacements seem pink at least, 
and some of deeper hue. This is not 


pleasant news to business. But facts 
are facts, and a landslide is a land- 
slide. Neither can be blinked at and 
both have a way with them. 

The Seventy-fifth Congress prob- 
ably will follow President Roosevelt’s 
leadership more docilely than did the 
Seventy-fourth, which now passes 
from the picture. It probably will fol- 
low the President, indeed, as blindly 
and blithely as did the Seventy-third 
Congress, which came with him to 
Washington in March, 1933. The 
new Congress seems to be composed 
mainly of members who slid in on the 
Roosevelt avalanche; and it is a rea- 
sonable assumption that some will seek 
to go beyond White House leadership 
and originate ways of their own for 
saving the country. Whether these 
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ways will embody further utility regu- 
lation lies in the lap of the gods. 

The outlook in general is for a high 
proportion of radical bills and a Con- 
gress in mood to enact “advanced” 
legislation. Organized Labor and 
Organized Agriculture, to mention 
two powerful groups, are clamoring 
for “progressive” legislation. Some 
of these elements are advocating mea- 
sures which lie so plainly outside the 
Constitution—plainly so, even to those 
advocating them—that it would seem 
almost impossible for the President 
to avoid asking for a constitutional 
amendment, if he is to go along and 
play ball with them. 

Labor, for instance, pines for a 30- 
hour law to apply to all industry; 
would shift the entire burden of social 
security financing to employers. 
Agriculture cries for its old AAA 
checks, spurns the less showy soil con- 
servation program urged by Wallace. 
Both of these main objectives have 
been outlawed by the Supreme Court. 
It stands to reason that the President 
cannot give these two great groups 
of his campaign backers what they 
want, within the present Constitution. 
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| gape Roosevelt, at this writing, 
has not indicated whether he would 
ask for a constitutional amendment. 
If he should declare for it, the Seven- 
ty-fifth Congress would pass it in jig- 
time. Instead of having the neces- 
sary two-thirds majority, the adminis- 
tration has nearly a three-fourths ma- 
jority in each House. At the moment, 
this overwhelming majority is wholly 
at the President’s command. That 
may change in months to come, but 
such is the situation today. 

The complexion of the new Con- 
gress is such that it may enact such a 
measure, anyhow, without word from 
the White House. Six months ago, 
long before the beginning of the 1936 
election campaign, the idea of an 
amendment had captured the fancy of 
some of the more conservative mem- 
bers of both Houses. The Senate’s 
most brilliant constitutional lawyer 
and most polished orator—Ashurst of 
Arizona, chairman of the powerful 
judiciary committee—introduced a 
brief amendment that would accom- 
plish all the so-called liberals are seek- 
ing today to accomplish. The meas- 
ure died in committee, but it will be 
reintroduced, probably by Ashurst, at 
the next session. 

Because of its clarity, brevity, and 
powerful sponsorship, I pick this 
measure as one that the incoming 
“liberal” Congress may pass for sub- 
mission to the states at the coming ses- 
sion. It is far bigger than utilities 
legislation solely; it would affect all 
business. On the utilities it would 
have a profound effect. There prob- 
ably is not an executive in or out of 
the utilities who can estimate the far- 
reaching effects to be wrought on his 
business by the ratification of this pro- 
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posed amendment unless he should sit 
down with pad and pencil and figure 
for many hours. 


H™ it is, as introduced by Ashurst 
on June 8th, last: 

Section I. The Congress shall have pow- 
er to make laws to regulate agriculture, 
commerce, industry, and labor. 

Section II. This article shall be inop- 
erative unless it shall have been ratified as 
an amendment to the Constitution by the 
legislatures of three fourths of the several 
states, as provided in the Constitution, with- 
in seven years from the date of the sub- 
mission thereof to the states by Congress. 
Senator Ashurst made a speech to 

the Senate when he introduced the 
measure. A_ single paragraph is 
quoted : 

This is the briefest amendment ever pro- 
posed; yet its seven operative words, “to 
regulate agriculture, commerce, industry, and 
labor,” are ample to grant to Congress the 
power, within some limitations, to make such 
laws as were recently declared by the Su- 
preme Court of the United States to be be- 
yond the power of Congress to enact. This 
proposed amendment, if ratified, would give 
Congress power to regulate hours and con- 
ditions of labor, fix minimum wage stand- 
ards in any employment, regulate industry, 
business, production, agriculture, commerce, 
labor, and trade, and denounce unfair prac- 
tices. 

Senator Ashurst has never been re- 
garded as a reactionary. Nor has he 
been regarded as a radical. His ad- 
vocacy of the proposed amendment as 
early as last June is illustrative of the 
leaven that has been at work among 
middle-of-the-roaders. That leaven 
has fermented actively since election. 
The number of Senate conservatives 
has been reduced by the election; but 
what seems equally to the point is that 
some of the conservatives who remain 
have caught the general “liberal” con- 
tagion. Proposals that might have 
seemed abhorrent to them even two or 
three years ago, no longer are so ab- 


horrent. 
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AVORABLE House action, of course, 
F is essential prior to submission of 
any proposed amendment. On the 
basis of such data as are available it 
would seem that the House member- 
ship probably is more advanced—to 
use a conservative word—in its lean- 
ings than the Senate. There will be 
no Cooper of Ohio in the Seventy-fifth 
Congress ; no Huddleston of Alabama. 
These and other middle-of-the-roaders 
have gone the way of Reed Smoot. 
But Rayburn comes back; Lea comes 
back; Rankin comes back; and with 
them a host of similarly minded. For 
every Pettengill to win reélection, 
there seems to have been two Rankins. 

The editor of this magazine as- 
signed me to write to the working 
text, “The Probable Leanings of the 
New Congress toward Experimental 
Legislation.” The assignment was 
given in advance of the election. The 
sweeping nature of the election returns 
has broadened the assignment to in- 
clude probable objectives to which the 
new “liberal-minded” Congress will 
aspire. The huge Roosevelt victory 
also has broadened the assignment be- 
yond Congress itself, for the Roose- 
velt landslide swept New Dealers into 
state legislatures as well, and into 
some of them in large numbers. 


preresenme legislatures will meet 


this winter. I leave it to readers to 
draw their own conclusions as to what 


would be the reaction to the Ashurst 
amendment should it be tossed to state 
legislatures during their 1937 sessions. 
The likelihood, therefore, is that the 
sort of Congress to meet in January is 
the sort that may pass the Ashurst 
amendment, or one of similar portent, 
probably of its own volition; and will 
pass it with a whoop if requested by 
the President. Further, the new Con- 
gress which comes in on the Roosevelt 
coat-tails is an expanded edition of 
many state legislatures of exactly the 
same pattern, swept into office by ex- 
actly the same force. 

As to simon-pure utility legis- 
lation, none is under immediate 
discussion. The situation thus is 
different from what it was a year 
ago when the Rayburn-Wheeler 
bills were introduced early in the 
session. The President apparently 
will direct the incoming Congress with 
much more ease than he managed the 
outgoing body, but the President has 
said nothing, at this writing, as to 
further utility legislation. His intent 
to lower rates and to increase electric 
power consumption in rural communi- 
ties, and probably to establish other 
“authorities” along the line of TVA, 
is latent; few who know him think he 
has changed his views. 

The President’s domination of the 
present Congress seems likely to last 
well through the 1937 session and 
probably will continue through 1938. 


e 


“PRESIDENT Roosevelt, at this writing, has not indicated 

q whether he would ask for a constitutional amendment. If 
he should declare for it, the Seventy-fifth Congress would 
pass it in jigtime. The complexion of the new 
Congress is such that it may enact such a measure, anyhow, 
without word from the White House.” 
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It seems reasonably certain to be main- 
tained so long as Mr. Roosevelt makes 
no declaration as to his possible third- 
term intentions. These have aroused 
some speculation already and probably 
will arouse more as time passes. 


7 possibility that Mr. Roosevelt 
may seek to shatter precedent and 
aspire to a third term is not under-re- 
garded, although some persons think 
it would be a stupid thing todo. But so 
long as Mr. Roosevelt can smother the 
question, so long, it would appear, will 
he have Congress eating from his hand. 
House and Senate hold today at least 
half a dozen earnest aspirants for the 
Democratic nomination in 1940; and 
so long as these gentlemen remain in 
ignorance of the third-term intentions 
of the President, most of them will 
sneeze when he takes snuff. An open 
declaration of his part might change 
their attitude overnight. 

In a preélection attempt to gauge 
the sentiments of candidates for both 
Houses, the American Federation of 
Investors, headed by Dr. Hugh A. 
Magill, circulated a simple, but effec- 
tive, questionnaire among all aspir- 
ants. Ten questions were asked, all 
except the tenth beginning “Do you 
favor—” and concluding in substance: 


1. Government ownership and op- 
eration of railroads and other public 
utilities ? 

2. Government competition with 
private business and industry? 

3. Centralization of government 
functions, enlargement of its powers 
with respect to business and industry 
by a constitutional amendment ? 

4. Delegation by Congress 
of discretionary powers in the regula- 
tion and control of business and in- 
dustry ? 
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5. Blank checks to the President? 
(stated more conservatively). 


6. Preventing the Supreme Court's 
declaring laws unconstitutional ? 


7. Committees or commissions of 
inquisition that “harass and intimidate 
innocent citizens in order to suppress 
opposition ?” 

8. Balancing governmental budg- 
ets? 

9. Preservation of the three 
branches of government? 


10. “Will you uphold and protect 
the right of every American citizen 
to possess and enjoy property honestly 
and legally acquired ?” 


A SURPRISINGLY large proportion of 
candidates for House and Senate 
answered some or all of these ques- 
tions. It developed, however, that 
most of the answers came from con- 
servatives ; and that many of those who 
did answer were defeated at the polls 
by opponents who did not reply. In 
the House the questionnaire drew far 
more replies than in the Senate. Only 
three of the Senators who were elected 
replied and of these one—Bailey of 
North Carolina—answered negatively 
to questions 1, 2, and 3, and affirma- 
tively to questions 8 and 9. He passed 
up the remaining five. The other 
two successful candidates—Gillette of 
Iowa and Johnson of Colorado—an- 
swered all questions in manner to 
gratify the sender. 

Only ninety-four of the successful 
candidates for election to the House 
answered the questionnaire and these 
almost uniformly were friendly to 
conservatism. ‘There were a few no- 
table exceptions. Among these was 
Farmer-Laborite Teigan of the third 
Minnesota district who answered all 
questions except the third and eighth. 
He uniformly answered “Yes.” 
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A “Liberal” Senate 


— 


HE number of Senate conservatives has been reduced by 
the election; but what seems equally to the point is that 


some of the conservatives who remain have caught the general 


‘liberal’ contagion. 


Proposals that might have seemed abhorrent 


to them even two or three years ago, no longer are so abhorrent.” 





Few replies came from Southern 
states where nomination in the pri- 
mary is equivalent to election. Among 
them: Virginia, no replies from nine 
Representatives ; North Carolina, none 
from eleven; South Carolina, none 
from six; Georgia, one from ten; 
Florida, one from five; Alabama, one 
from nine; Mississippi, one from 
seven; Louisiana, one from eight; 
Texas, two from twenty one. These 
answers came from conservatives in 
each case; some of the silent Repre- 
sentatives may have been conserva- 
tives; others from their previous per- 
formances are known to be otherwise. 
ss successful candidates for the 

House from Illinois and New 
York, each, responded—all friendly to 
the conservative viewpoint. That was 
the high mark of any state. Many a 
known conservative from New York 
and some from Illinois failed to an- 
swer the questionnaire. It was signifi- 
cant, moreover, that the overwhelming 
majority of those who did reply, re- 
plied conservatively. Few were the 
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utility baiters who took time to answer 
the questionnaire at all. 

All told, 335 nominees for the office 
of Representative replied to the ques- 
tionnaire. Of these, only 11 answered 
“Yes” to the first question: “Do you 
favor government ownership and op- 
eration of railroads and other public 
utilities?” Five answered “Yes” to 
the second: “Do you favor as a pub- 
lic policy government competition with 
private business and industry?” Two 
of those five qualified their replies. 
Twelve, some with qualifications, an- 
swered affirmatively to the third ques- 
tion: “Do you favor the centraliza- 
tion of governmental functions and 
the enlargement of the powers of the 
Federal government with respect to 
business and industry, by amendment 
to the Federal Constitution?” 

And so on throughout the ten ques- 


tions. 

“ I ‘HE replies of from 95} to 98} 
per cent of the House candidates 

who answered at all thus were con- 

servative. Some of the conservatives 
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did not bother to answer; and prac- 
tically all so-called liberals passed up 
the questionnaire entirely. To them: it 
apparently was not the sort of ques- 
tionnaire they cared to answer. 

Ninety four of those responding 
were elected. Running against them 
in 60 instances were other candidates 
who had indicated their conservatism 
in replies to the questionnaire. Those 
60 conservatives thus went down to 
defeat before other conservatives 
mainly. 

Ninety four plus 60 equal 154; and 
if we deduct that total of 154 candi- 
dates accounted for from the 335 who 
replied to the Magill questionnaire 
there remain 181 replying candidates 
who are not accounted for. What 
happened to them? 

Those 181 candidates, 95 per cent 
or more of whom were conservatives, 
were defeated. In every case they 
were defeated by candidates who 


failed to reply to the Magill question- 
naire. That does not mean that all 
those 181 conservatives were defeated 
by so-called liberals. Not at all. In 
the 32nd New York district, for in- 
stance, a conservative was defeated by 
a candidate who did not reply to the 
Magill questionnaire, but the victor, 
Francis D. Culkin of Oswego, is a 
conservative himself. There are other 
cases of the same kind readily identi- 
fied by the writer from his personal 
knowledge of the candidates. 

But in the case of the great majority 
of the 181 conservatives, defeat ap- 
parently was administered by a so- 
called liberal candidate. The Roose- 
velt tidal wave washed out the con- 
servative and washed in the so-called 
liberal. 

I think this showing from the Ma- 
gill questionnaire is another tip-off as 
to the temper of the incoming Con- 





Electric Light Brakes for German Trains 


Gane. light rays will apply the brakes and bring to a standstill a 
new electric locomotive to be used on the German railways between 


Berlin and Munich. 


At present its task is to draw trains up the steep slopes in the 
Thuringian mountains, and a speed of 110 miles an hour has been 


attained. 


When the line from Berlin to Munich is electrified throughout, it is 
expected that the journey of more than 400 miles will be completed in 


five and one half hours. 


This increased speed calls for special precautions, and a new system 
of light rays has been invented which can bring the locomotive to a 
standstill in a remarkably short time. 








Public Utility Financing under 
the Holding Company Act 


On the basis of the record to date the author declares that it can be 

stated with assurance that financing under the 1935 Federal law 

has afforded a greater degree of protection to investors than had 

previously existed. Nor has there, he says, been any evidence that 

regulation to date has in any way hampered sound financing by 
utilily systems. 


By M. J. REIS 


ECEMBER 1, 1936, marked the 
D first anniversary of the date 

when registration under the 
Public Utility Holding Company Act 
of 1935 became obligatory. One year 
before, the act required the registra- 
tion with the Securities and Exchange 
Commission of holding companies 
controlling electric and gas utility com- 
panies. The past twelve months has 
witnessed one of the outstanding de- 
velopments in the field of public utility 
finance; namely, unprecedented easy 
money conditions and the widespread 
refunding of operating company 
senior securities with new issues bear- 
ing a substantially lower rate of in- 
terest. 

Students of utility finance and regu- 
lation have been keenly interested in 
determining just how registered hold- 
ing company systems have fared under 
this recently created regulation by a 


89 


Federal agency, the Securities and 
Exchange Commission. The effect on 
investors and investment banking 
groups likewise has been subject to 
considerable query and discussion. 

To date, many of the most impor- 
tant holding company systems, includ- 
ing American Water Works & Elec- 
tric Co., Inc., Associated Gas & Elec- 
tric Co., Cities Service Co., Electric 
Bond and Share Co., North American 
Co., Standard Gas and Electric Co., 
United Corp., and United Light and 
Power Co., have not registered under 
the act, but are litigating its constitu- 
tionality. Discussion of the validity of 
the act is beyond the province of this 
article. It is hoped that the question 
will be decided by the United States 
Supreme Court sometime in the spring 
of 1937. 

Despite the fact that many systems 
have not registered, the Securities and 
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Exchange Commission has been kept 
exceedingly active in setting up the 
necessary staff to administer the act, 
establishing procedure, adopting rules 
and forms under various sections of 
the act, preparing systems of accounts 
for holding companies and service 
companies, and similar tasks. A large 
portion of this work has borne little or 
no relation to the number of compa- 
nies actually registered. 


AX in all, sixty-five holding com- 
panies and subholding companies 
have registered. Among the most 
prominent registered systems are Lone 
Star Gas Corp., Middle West Corp., 
Midland United Co., New England 
Power Association, New England 
Public Service Co., and Utilities 
Power and Light Corp. Total com- 
bined assets of all registered holding 
companies probably amount to around 
$2,500,000,000 and annual combined 
revenues are believed to exceed $300,- 
000,000. 

That the Securities and Exchange 
Commission has been kept busy as a 
result of the heavy volume of public 
utility financing is shown in the fol- 
lowing tabulation of applications for 
exemptions under §6 of the act, and 
declarations pursuant to §7. These two 
sections, as discussed on page 91, con- 
tain the main provisions of the act deal- 
ing with the issuance of securities. The 
tabulation, which embodies certain 
duplications, includes all applications 
and declarations on which the commis- 
sion has issued findings and orders. In 
totum, thirty-four applications involv- 
ing more than a quarter of a billion 
dollars have been approved. 


ow 6(a) of the act provides 
that it is unlawful for a registered 
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holding company or subsidiary com- 
pany thereof to issue or sell any secur- 
ity unless a declaration filed under §7 
has become effective. However, cer- 
tain exemptions from this require- 
ment are made under §6(b). To date, 
most issues of securities (about $184, 
000,000) have been approved under a 
provision of the act that the commis- 
sion shall exempt from the provisions 
of §6(a), “subject to such terms and 
conditions as it deems appropriate in 
the public interest or for the protection 
of investors or consumers,” the issue 
and sale of any security, 

by any subsidiary company or a registered 
holding company, if the issue and sale of 
such security are solely for the purpose of 
financing the business of such subsidiary 
company and have been expressly author- 
ized by the state commission of the state 
in which such subsidiary company is organ- 
ized and doing business. 

This particular provision of the act 
facilitates financing when state com- 
mission approval has been granted, 
yet still affords the Securities and Ex- 
change Commission an opportunity to 
review such financing. The public 
utility companies are not caused any 
undue trouble, time, or expense. To 
date, the commission has not found it 
necessary or desirable to subject its 
orders of approval to any terms or con- 
ditions of major importance. Cases 
involving “financing the business of 
such subsidiary company” have in- 
cluded the refunding of securities ; the 
construction, extension, and purchase 
of property, and the issuance of se- 
curities in exchange for other securi- 
ties. 


oe 6(b) also exempts auto- 
matically certain types of short- 
term paper up to certain amounts to 
permit flexibility of temporary financ- 
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Total Financing under the Holding Company Act 


SECTION 6 
Principal Amount 
Company of Securities 

Central Maine Power Company 
Central Vermont Public Service Corp. ..............+++- 
Connecticut River Power Company 
Copper District Power Company 
Cumberland County Power & Light Co. ...............-+: 
Cumberland County Power & Light Co. .............0005- 
East Missouri Power Company 
Georgetown Gas Light Company 
Georgetown Gas Light Company 

of Montgomery County, Maryland 
Lake Superior District Power Company 
Narragansett Electric Company 
Narragansett Electric Company 
New England Power Company 
Prince George’s Gas Corporation 
Public Service Company of New Hampshire 
Public Service Company of New Hampshire 
Rosslyn Gas Company 
Southeastern Mass. Power & Elec. Co. 632,000 
Twin State Gas & Electric Company 2,305,250 
Washington Gas Light Company 3,000,000 
Washington Gas Light Company 

of Montgomery County, Maryland 105,400 
Washington Gas Light Company 

of Montgomery County, Maryland 
Wisconsin Power and Light Company 1,100,000 
Wisconsin Power and Light Company 35, 700,000 


$196,939,250 
SECTION 7 


Central Vermont Public Service Corp. ..............006: $1,800,000 
Middle West Corp. 16,553, 785 
Montana-Dakota Utilities Company 90,322 
Nevada-California Electric Corp. 3, 745,800 
New Hampshire Power Co. and 

Public Service Company of New Hampshire 
Public Service Company of Oklahoma 
Sioux City Gas and Electric Company 
Southwestern Development Company 
Southwestern Gas and Electric Company 


$78,216,255 





ing. Since many state laws do not re- maturing within a year, and since the 
quire state commission approval with existence of unwieldly floating debt 
respect to the issuance of securities was definitely embarrassing to utility 
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systems in the past depression, the 
need for limiting the automatic ex- 
emptions and the benefit of such pro- 
vision to investors are apparent. 

Section 7 of the act, under which 
eight declarations, involving about 
$78,000,000, have become effective, 
sets up certain standards to guide the 
commission in permitting a declara- 
tion to become effective. Important 
classes of financing which cannot be 
exempted pursuant to §6(b) include 
the issue and sale of securities by hold- 
ing companies, and also by operating 
companies with properties in states 
where no powers over issuance of se- 
curities are vested in state public ser- 
vice commissions. 

Section 7(c), subject to certain im- 
portant exceptions, limits the type of 
security that may be issued by a hold- 
ing company to common stock of par 
value, or a secured bond. However, 
these restrictions do not apply in the 
case of refunding operations or in in- 
stances of necessary and urgent cor- 
porate purposes, where such require- 
ments “ ... would impose an un- 
reasonable financial burden upon the 
declarant and are not necessary or ap- 
propriate in the public interest or for 
the protection of investors or con- 
sumers...” 


S UCH restrictions do not apply in the 

case of an operating company 
The greater 
limitations placed on holding company 


financing its business. 


financing are obviously directed 
against complicated holding company 
capital structures and also aim to limit 
misconceptions arising from mislead- 
ing nomenclature of certain holding 
company securities. Thus, a preferred 
stock of a holding company owning 
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only common stocks of subsidiaries 
with bonds and preferred stocks out. 
standing in reality occupies a subordi- 
nate position, even though the issue 
occupies a “preferred” position over 
the holding company common stock. 

Section 7 also provides among other 
standards that the security be reason- 
ably adapted to the earning power and 
security structure of the declarant, 
that the financing be necessary or ap- 
propriate to the efficient operation of 
the declarant’s business, and that the 
fees, commissions, and other remu- 
neration paid be reasonable. 

None of the standards mentioned 
above should hinder financing con- 
ducted under sound methods for sound 
purposes. These standards, however, 
should definitely prevent a recrudes- 
cence of the unsound financing unfor- 
tunately effected by certain holding 
company systems in the bull market 
era. 

The necessity for the filing of a 
declaration under §7 involves two ele- 
ments that favor sounder utility financ- 
ing. The first element centers around 
the restraining influence on utility 
management, which necessarily recog- 
nizes that a type of financing which 
heretofore was not regulated, is now 
subject to the approval of a commis- 
sion. Although this factor is intan- 
gible and not susceptible to exact meas- 
urement, it is of considerable impor- 
tance. 


r the case of two refunding opera- 
tions that became effective under 
§7, the indentures securing the new 
bonds were substantially stronger than 
those of the bonds redeemed. The new 
bonds contained sinking-fund pro- 
visions, while the old bonds had none. 
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Sound Financing Unhampered 


(a4 O* the basis of the record to date, it can be stated with assurance 

that financing under the Public Utility Holding Company 

Act of 1935 has afforded a greater degree of protection to investors 

than had previously existed. Nor has there been any evidence that 

regulation to date has in any way hampered sound financing by utility 
systems.” 





Larger maintenance and _ renewal 
funds, in relation to revenues, were re- 
quired in the new indentures, while the 
issuance of additional bonds for pur- 
chase or construction of additional 
property was limited by requirements 
for higher interest coverage and asset 
protection. These additional safe- 
guards were not originated by the Se- 
curities and Exchange Commission, 
and may have been prompted by the 
management of the companies, the 
underwriting banking houses, and/or 
institutional investors purchasing a 
portion of the securities. Neverthe- 
less, they do afford an instance of how 
the act can exercise a constructive re- 
straining influence. 

The second element favoring 
sounder financing is the power of the 
commission to refuse a declaration to 
become effective if the issue and sale 
of the security fail to meet the stand- 
ards established by the act. In the case 
of one public utility company organ- 


ized and operating in a state where 
there is no supervision by a public ser- 
vice commission over the issuance of 
securities, the Securities and Ex- 
change Commission required the com- 
pany to strengthen materially the pro- 
visions of the mortgage bonds and the 
serial debentures issued in a bond- 
refunding program. The refinancing 
operation resulted in a saving of inter- 
est to the company, but also resulted 
in an increase in the total debt of the 
declarant. The commission obviously 
did not wish to hinder the company in 
its opportunity to reduce interest 
charges, but also recognized the disad- 
vantages arising from an increase in 
the company’s obligations. 


A’ a result of codperative confer- 
ences between representatives of 
the company and the commission’s 
staff, certain changes in the bond in- 
dentures, designed to strengthen the 
position of the obligations and the 
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credit of the company, were effected at 
the suggestion of the commission. 
Thus, in the mortgage indenture, pro- 
vision was made for a maintenance 
and renewal fund equal to 15 per cent 
of gross operating revenue. In the de- 
benture agreement, a prohibition was 
made against the payment of any cash 
dividends except out of earned sur- 
plus, after total maintenance and de- 
preciation equal to 15 per cent of 
gross operating revenues, accruing 
after July 1, 1936. In addition, the 
debenture issue was closed, whereas 
the original agreement provided for 
the issuance of additional debentures. 

As a result of these additional safe- 
guards, the position of the obligations 
was improved substantially. It is 
likely that the salability of the bonds 
was enhanced, while the interest sav- 
ings, in conjunction with the above re- 
strictions, doubtless should materially 
assist the company in retiring its serial 
debentures. 

To date, it can be fairly stated that 


financing under the Public Utility 
Holding Company Act of 1935 has 
afforded a greater degree of protection 
to investors than had previously ex. 
isted. Nor has there been any evidence 
that regulation to date has in any way 
hampered sound financing by utility 
systems. Farsighted investment bank- 
ers, furthermore, probably recognize 
that, from a long-range angle, such 
conditions redound to their own ad- 
vantage. To the extent that confidence 
in sound holding company securities is 
restored by the regulation of financ- 
ing, the credit of the industry will be 
strengthened. This factor may assume 
increasing significance, if equity 
money is to be raised to provide for 
expected large capital requirements of 
the electric industry in the future. An 
added note of reassurance is the recog- 
nition, by the Securities and Exchange 
Commission, of the many problems in- 
volved and its policy of codperating 
with the industry in the orderly devel- 
opment of regulation. 





The Same Goes for Other Utility Services 


Every business man who spends a dollar for railway transportation 
receives a full dollar’s worth of service and in addition certain extras. 
These are some of the extras: 

_ He receives a share of the trade that comes from the spending that 
is done by railroads and by railway employees. 

_ He receives the help of railroads and of railway employees in carry- 
ing the common burden of taxation. 

He receives personal benefit from the strengthened assets of insurance 
companies and savings banks holding railway securities. 

He receives a share of the general insurance which sound railroads 
contribute to national defense. 

He receives, in short, more than the value of his money. That is 
economy and good business. 


—L. A. Downs, 
President, Illinois Central System. 
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Financial News 


and 
Comment 


By OWEN ELY 


An Optimistic Appraisal of 


Future Earnings 


A study of the leading utility 
systems by Goodbody & Co. in- 
cluded an interesting tabulation of esti- 
mated earnings per share in 1936 and 
1937, savings per share from refunding 
operations, estimated new money re- 
quirements and the 1940 projected earn- 
ings per share. A summary of the final 
results (using the more optimistic of 
two projected estimates for 1940) may 
be of interest: 


1940 
Est. 


$3.96 


1936 1937 
Est. Est. 

American Gas & Electric 
$3.03 
49 240 4.60 
165 3.10 4.58 
55 74 92 
.14 42 69 
4.27 
3.92 
3.40 
1.91 
3.59 
5.34 


4.28 


0. 
American Power & Light 


0. 
American Water Works 
& Elec. Co... Int... 
Columbia Gas & Electric 
or 


ern Corp. 
Consolidated Edison Co. 
of N. J., Inc. 
Electric Power & Light 
91 2.50 


Co., Inc, 60 1.90 
Niagara Hudson Power 

Corp. 64 1.32 
North American Co. ... 1.85 2.63 
Pacific Gas & Electric Co. 3.00 3.79 
Southern California Edi- 

008 Ca. DAS 4 case bess 2.40 2.75 
Standard Gas & Electric 

CD... sites trubadvenen def. .72 55. 181 
United Light & Power Co. .37 1.00 2.48 

Some of the conclusions are quoted 
as follows: 


Our post-election analysis of the utility 
industry leads us to believe (a) that im- 
provement in earnings over the next year or 
two will be at a more rapid rate than during 
any other stage of the present recovery 
cycle; (b) that politico-legal uncertainties 
will be aeaiaatie possibly past the middle 
of next year, with the chances of the gov- 
ernment scoring one or more tactical vic- 
tories; (c) that winning or losing present 
legal battles with the government will have 
an insignificant effect on utility earnings in 
comparison with the general economic fac- 
tors involved. 


* 


International Hydro-Electric 
System 


——— Hydro-Electric Sys- 


tem, controlled by International 
Paper & Power Company, was organized 
in 1929 as a Massachusetts voluntary 
association, to take over that company’s 
power interests which were segregated 
from the paper business. International 
Paper, while it controls directly or in- 
directly all the Class “B” and common 
stock (carrying the voting control), has 
written it down on its books to a nomi- 
nal figure and does not include the 
Hydro-Electric accounts in its own con- 
solidated statements. The Hydro-Elec- 
tric System controls (through two sub 
holding companies) operating subsidia- 
ries serving a population of about 2,750,- 
000, principally in New England, New 
York, and Eastern Canada. The sub- 
holding companies are Canadian Hydro- 
Electric Corp., Ltd. (controlling Gati- 
neau Power Co.) and New England 
Power Association. By yielding voting 





PUBLIC UTILITIES FORTNIGHTLY 


control of New England Power Asso- 
ciation to a voting trust, International 
Hydro-Electric System has sought 
exemption from the provisions of Title 
I of the Utility Act, but the SEC had 
not (up to recent date) ruled on the 
application. 

The system’s earnings record in re- 
cent years has been as follows: 


Earned per share 
Class Class A 
A Partic. 
$ .76 
1.12 


No. Times 
Charges Pfd. 
Earned Stock 
$ 8.06 

10.21 

17.23 

20.14 

22.22 

26.55 


Calendar 


For the twelve months ended Septem- 
ber 30, 1936, the company earned $3.57 
a share on the $3.50 preferred compared 
with $8.40 a share in the corresponding 
previous period. Regular dividends 
were paid on the preferred stock until 
July, 1934; there is now an accumulation 
of over $8.00 a share. 

The decline in 1936 earnings was due 
to new contracts between Gatineau 
Power Co. and the Ontario Hydro-Elec- 
tric Commission. The new contracts, 
which meant that the commission was 
no longer willing to pay for power it 
could not use, involved a loss to Gati- 
neau of from $700,000 to $2,000,000 a 
year in revenues. Recently, however, 
with greatly increased activity in the 
Canadian newsprint and mining indus- 
tries, the contract has been revised and 
the company may recover $400,000 or 
more of this “loss.” Moreover, the ques- 
tion of the abrogation of its old contracts 
by the Ontario Commission is still in 
litigation — although International’s 
Canadian properties are not a party to 
the suit—and a recent coust decision has 
caused a better feeling regarding the 
Canadian situation. To what extent the 
recent readjustment will affect the 
parent company’s 1936-7 earnings is 
difficult to estimate, but future earnings 
should undoubtedly show improvement. 

The system’s most acute problem cen- 
ters in the drastic reduction in its cash 
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income due to suspension of dividends 
on its stock holdings in both Gatineay 
Power Co. and New England Power 
Association. The only remaining source 
of parent company income is interest on 
debt of American subsidiaries other than 
New England Power, which in 1935 
amounted to $408,000. This is about 
$1,350,000 less than interest require- 
ments on the parent company’s 6 per 
cent debentures. The system paid the 
$797,040 interest due October Ist, but 
future interest payments remain in 
doubt. (At August 31st, cash in the 
treasury amounted to $2,408,510.) 
However, the recent improvement in 
earnings of New England Power Asso- 
ciation together with that implied in re- 
vision of the Gatineau contract suggest 
that threatened reorganization may be 


avoided. 
Nw England Power Association for 
the nine months to September 
30th earned 37 cents a common share 
against 10 cents for the 1935 period. 
(All the stock is owned by International 
Hydro-Electric.) This improvement 
occurred despite rate cuts, heavy flood 
costs early in the year, and poor water 
conditions in the third quarter. Earnings 
of this subsidiary may be further in- 
creased through lower fixed charges un- 
der the proposed simplification of its cor- 
porate structure. After elimination of the 
$1,988,820 arrears on the preferred 
stock, this subsidiary would be in a posi- 
tion to contribute something toward 
solving the parent company’s cash-in- 
come problem. Earnings of Canadian 
Hydro-Electric Co. for 1936 are esti- 
mated at about $1,500,000, sufficient to 
cover first preferred dividend require- 
ments of $750,000 and pay off arrears 
of a like amount. By the end of 1937, it 
seems probable that both of these major 
subsidiaries may be able to resume divi- 
dends on stocks held by the parent com- 
pany. In the meantime the en a | is 
reported considering sale of one of its 
principal investments as a source of 
cash, 


International 


Hydro-Electric Sys- 
tem’s capitalization consists of $404,- 
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724.913 subsidiary funded debt, pre- 
ferred stocks, and minority interests; 
$26,548,000 in direct funded debt; $7,- 
019,200 (140,384 shares) $3.50 cum. 
$50-par preferred ; $21,128,975 (845,159 
shares) $2 cum. $25-par Class “A” 
stock ; and $22,000,000 in Class “B” and 
common stocks, all owned by Interna- 
tional Paper & Power Co. That the 
system is heavily capitalized is obvious. 

Reflecting the problem of continuing 
interest, the system’s 6 per cent deben- 
tures sold as low as 36 this year against 
ahigh of 854. The current price is about 
80. The $3.50 preferred stock is now 
quoted about 32 (on the New York 
Curb Exchange), the 1936 range being 
7-364. The “A” stock (on the New 
York Stock Exchange), is currently sell- 
ing around 9 (1936 range 23-103). 


* 


TVA Finance as Revealed in 
Annual Report 


i &- Tennessee Valley Authority 
recently issued a report for the 
year ended June 30, 1936, covering 337 
pages. The report discussed the de- 
velopment of the Tennessee River sys- 
tem from various angles—navigation 
and flood control, electricity, soil con- 
servation, national defense, local re- 
sources, etc. Forty-seven pages are 
devoted to the progress of construction 
work and the various proposed projects, 
and twenty pages to statistics on fi- 
nances. 

According to Exhibit A (page 122), 
“statement of application of funds to 
June 30, 1936,” the cost of TVA de- 
velopment in the fiscal years 1933-6 was 
about $49,000,000 and for the fiscal 
year ended June 30, 1936, about the 
same amount, making a total of some 
$98,000,000. Of this amount, $81,345,- 
550 was assigned to navigation and flood 
control, and only $7,391,650 to “elec- 
tricity (net).” National defense, fer- 
tilizer and agricultural development, 
regional studies, experiments, etc., ac- 
counted for the balance. 

It is very difficult to understand how 


the investment in “electricity” could 
have been held down to such a low 
figure. From the supporting statements 
2A, 2B, and 2C (pages 127-8), it ap- 
pears that net income from electric oper- 
ations in the last three fiscal years has 
been credited, as a deduction from the 
amount invested. Possibly this is good 
bookkeeping from a TVA viewpoint, 
but the result is highly misleading from 
a “going concern” point of view. Dr. 
Morgan’s reply to such a criticism would 
probably be that the enterprise during 
the period covered was only partially 
functioning and that it is a “social” 
enterprise in which profits are not con- 
sidered. Nevertheless, if the famed 
yardstick rates are of any significance 
whatever, it is necessary to make some 
attempt to analyze the devious book- 
keeping methods employed—in order to 
forestall any future claims regarding 
“profits” accruing to TVA from sale of 
current. 

The operating statements showed 
“outside sales” of electricity in the fiscal 
year ended June 30th as equal to $2,021,- 
659, compared with $827,589 in the pre- 
vious year and $368,511 in 1935. After 
including revenues charged “to other 
TVA activities” and deducting expenses 
of $1,171,780, together with other minor 
adjustments, there was left $1,373,915 
as income available for “amortization, 
construction, interest, and other pur- 
poses.” This amount was equivalent to 
about 1.4 per cent on the total 1933-6 
investment by the Federal government 
in the various TVA activities. This does 
not include the wartime cost of the 
Muscle Shoals plant and the accumu- 
lated operating deficits in intervening 
years; on the other hand, Norris Dam 
and some other projects were not yet in 
operation. Thus it is difficult and per- 
haps unfair to attempt any statistical 
conclusions on the basis of these figures. 
It may be mentioned, however, that 
TVA’s bookkeeping methods do not re- 
ceive the sanction of the Comptroller 
General’s office, which after a highly 
critical review of an earlier report ap- 
parently gave up the job of attempting 
to check the figures. 
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Corporate News 


HE Interborough Rapid Transit 

Co. is hampered in refinancing 
plans, according to Receiver Murray, be- 
cause Federal Judge Julian W. Mack 
has not yet ruled on the question as to 
whether he can disaffirm the 999-year 
lease of the Manhattan Railway elevated 
lines. Ira M. Hirschfield, counsel for a 
group of holders of 6 per cent notes, 
has asked the receiver to consider issu- 
ance of Serial 33 per cent Receivers cer- 
tificates to refund the 7 per cent notes. 
Judge Mack’s decision has been delayed 
awaiting some definite indication as to 
whether or not unification of all rapid 
transit lines can be achieved at a reason- 
ably early date. Because of the attitude 
of the transit commission this appears 
unlikely. 

Northern States Power (of Minne- 
sota) and Minneapolis General Electric 
Company, to facilitate $100,000,000 of 
refunding operations, have dropped liti- 
gation against the Federal government 
and will register under the Utility Act. 


In connection with the recent review 
on Western Union, which appeared in 
this department, the following quoted 
from the Wall Street Journal may be of 
interest : 


Prospects that Western Union’s wage 
costs may be boosted further following an 
increase last August seems to have been a 
factor in the weakness of the stock. How- 
ever, the issue has been heavy since directors 
initiated dividends on a $3 annual basis by 
declaring a quarterly dividend of 75 cents 
a short time ago. Many were expecting a 
lump payment of $3, figuring that the 
prospects for $6 to $6.50 earnings this year 
justified such a payment. However, in con- 
sidering the earnings it must be realized that 
the company deducts only 2 per cent for 
depreciation in submitting its earnings state- 
ment to shareholders, whereas 5 per cent is 
deducted in its report to the government. 
The stock consequently has not been in- 
clined to sell high on earnings. 


Los Angeles voters have approved by 
a 2 to 1 margin the purchase by the city 
for $46,340,000 of the electrical proper- 
ties of the Los Angeles Gas & Electric 
Corporation. If completed, this purchase 
will give the city a virtual monopoly in 
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the sale and distribution of electric 
power, much of which will come from 
Boulder Dam. Weakness in the stock 
of Pacific Lighting Company, following 
announcement of the vote, resulted in 
comment by the New York Sun that the 
cash received would be used to wipe out 
the company’s debt, leaving a balance for 
its treasury, and that Pacific Lighting 
should still have earning power of about 
$4 per share. The stock has since re- 
covered to about $51 a share. 

The public service commission of New 
York has approved the merger of the 
New York Central Electric Corporation 
into the New York State Electric & Gas 
Corporation (both companies are affili- 
ated with the Associated Gas System), 
Various accounting changes were 
ordered in connection with the merger, 
which involved some $115,000,000 of 
securities. The merged company will, it 
is said, immediately begin a $6,000,000 
construction campaign. 


N IAGARA Hudson Power Corporation 
has proceeded with its merger pro- 
gram despite the conditions recently im- 
posed by the public service commission, 
and stockholders will vote January 29th 
on acquisition of its subsidiary Mohawk 
Hudson Corporation. Mohawk Hudson 
Power $7 preferred stock, with accumu- 
lated dividends, will be exchanged share 
for share for new Niagara Hudson $5 
preferred (callable at 107.50), plus $4a 
share in cash. Holders of Mohawk Hud- 
son Power $7 second preferred stock 
have several alternatives: each share 
may be exchanged for 7 shares of new 
Niagara Hudson common; or one share 
of Niagara Hudson second preferred 5 
per cent series A and 14 shares of com- 
mon ; or one share of Niagara Hudson 5 
per cent second preferred Series B plus 
$25.09 (as a special and additional divi- 
dend when and if declared by directors 
of the new corporation). No dividend, 
however, can be paid on the new cor- 
poration’s common until that payment 1s 
made to those electing that form of ex- 
change. Mohawk Hudson second pre- 
ferred stockholders not specifying an 
plan will automatically become the hold- 
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ers of the Series B preferred. Niagara 
Hudson Power Corporation common 
will get common stock of the new Niag- 
ara Hudson on a share for share basis. 

Governor Earle of Pennsylvania has 
instructed the state public service com- 
mission to “grant no more certificates of 
public convenience for the extension of 
natural gas lines pending a report of a 
committee investigating conditions in 
the anthracite coal regions.” This will 
delay formation of the Pennsylvania Gas 
Transmission Company, in which Co- 
lumbia Gas & Electric has been in- 
terested. 


ONSOLIDATED Edison’s absorption of 

three gas and electric subsidiaries 
was finally authorized by the public ser- 
vice commission, despite critical briefs 
filed by the New York city administra- 
tion and the Socialist Party of New 
York. The merger will, it is estimated, 
save the company some $2,269,000 an- 
nually in taxes on the basis of 1935 earn- 
ings. 

The Power Authority of New York 
State has filed a protest with the Federal 
Power Commission against granting a 
permanent license to the Niagara Falls 
Power Co. for diversion of additional 
waters from the Niagara river for power 
generation. According to the Times, 
“The New York state body, working 
closely with the President and his ad- 
visers, links the Niagara power situa- 
tion directly to the proposed seaway- 
power project at the International 
Rapids of the St. Lawrence river near 
Massena, N. Y. This move, it is under- 
stood, constitutes a serving of notice on 
Mellon and du Pont interests that block- 
ing of ratification of the treaty at the 
coming Congress session may bring a 
wide challenge to any private power gen- 
eration at Niagara.” 

Commonwealth Edison Co. will sub- 
mit to stockholders on January 23rd a 
comprehensive plan for saptilyine and 
coordinating the $600,000,000 capital 
structure of the group of four affiliated 
utility companies serving Chicago and 
adjacent territory Commonwealth Edi- 
son Co., Commonwealth Subsidiary 


Corp., Public Service Co. of Northern 
Illinois, Western United Gas & Electric 
Co., and Illinois Northern Utilities Co. 
Under the proposed program, Edison 
stock would be split four for one, and 
three new shares will be offered for each 
present Public Service Co. of Northern 
Illinois common share. 


¥ 
Recent Financing 


N® financing during December in- 
cluded the following : $23,000,000 
Consolidated Gas, Electric Light & 
Power of Baltimore first “M” refund- 
ing 34s of 1971, at 104; $7,250,000 
Pennsylvania State Water Corp. first 
collateral 44s of 1966 at 108; $25,000,- 
000 Pacific Tel. & Tel. refunding “C” 
34s of 1966 at 105; $16,000,000 Con- 
necticut Light & Power Co. first and re- 
funding “G” 34s of 1966 at 104; $9,- 
000,000 Missouri Power & Light Co. 
first 33s of 1966 at 102; $5,000,000 Kan- 
sas Electric Power Co. first “A” 34s of 
1966 at 100; $27,500,000 Houston 
Lighting & Power Co. first 34s of 1966 
at 103 ; $10,000,000 Florida Power Cor- 
poration first “C” 4s of 1966 at 100 and 
$2,500,000 debenture 5s of 1946 at 101; 
$1,400,000 Public Service Co. of New 
Hampshire first “F” 34s of 1966 at 1014; 
$26,834,000 Ohio Edison Co. first (1937 
series) 33s of 1972 at 103; and $1,042,- 
800 Edison Sault Electric Co. first “A” 
43s of 1961 at 1014. 

New bond offerings now scheduled, 
according to the Dow Jones calendar of 
SEC registrations, include the follow- 
ing: January 3rd, $2,100,000 San Jose 
Water Works first “A” 39s of 1961; 
January 4th, $6,000,000 Broad River 
Power Co. first 44s of 1966; January 
6th, $4,500,000 Brooklyn-Manhattan 
Transit Corp. collateral trust 44s of 
1966; January 16th, $5,000,000 Associ- 
ated General Utilities debenture 4s of 
1961; and February 10th, $1,000,000 
Greenwich Gas System first 4s of 1956. 
Stock issues include the following: 
January 6th, 547,786 shares of Con- 
sumers Power Co. cumulative preferred 
stock; January 13th, 250,000 shares of 
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Associated General Utilities common 
stock; January 15th, 130,000 shares of 
Washington Gas Light Co. capital stock ; 
February 10th, 22,000 shares of Green- 
wich Gas System, Inc., preferred. 

It should be remarked that the dates 
mentioned in the Dow Jones calendar 
are in some cases merely tentative, par- 
ticularly for issues which have been 
postponed from time to time, such as the 
Washington Gas Light financing. 

The commission, in a recent opinion, 
has served notice on registered utilities 
that it must be advised regarding pro- 
posed underwriting “spreads,” at least 
seven days before they are effective, un- 
less the issue is to be sold through com- 
petitive bidding. 

Philadelphia Electric Co. has filed an 
application with the Pennsylvania Pub- 
lic Service Commission to issue $130,- 
000,000 first and refunding 3}s of 1967. 
The company will save about $1,000,000 
in annual interest charges through the 
refunding operation. Morgan Stanley 
& Co., Inc., is expected to head a nation- 
wide group to offer the issue late in 
January or early in February. 


¥ 
November Earnings 


| posemigntser are some of the most re- 
cent earnings statements for leading 
utilities systems, on a consolidated basis 
and subject to year-end tax adjustments: 

Public Service Corporation of New 
Jersey for the twelve months ended No- 
vember 30th earned $2.76 a common 
share compared with $2.60 for the pre- 
vious year. In the month of October net 
income before preferred dividends 
showed a gain of about 22 per cent over 
last year. 

Engineers Public Service Co. for the 
year to November 30th reports net in- 
come of $2,878,803 against $1,443,406 
for the corresponding period a year 
earlier. On the total combined preferred 
stocks, this profit was equal to $6.69 a 
share and the surplus after dividend re- 
quirements amounts to 29 cents a com- 
mon share. 

United Gas Corporation for the 


twelve months to November 30th earned 
28 cents a common share compared with 
21 cents for the twelve months ended 
October 31st and a deficit of 56 cents for 
the year-earlier twelve months. 
Electric Power & Light Co. for the 
twelve months to November 30th earned 
64 cents a common share, whereas for 
the previous twelve months a deficit of 
$1.41 was shown. The gain in gross 
amounted to nearly 23 per cent. 


ei agen Edison Co. for the 
eleven months ended November 
30th earned $5.89 a common share com- 
pared with $5.44 for the 1935 period. 
The increase in revenues was more than 
cancelled by heavier expenses and taxes, 
the improvement in net income resulting 
wholly from higher investment income 
and lower interest charges. 

Commonwealth & Southern Corp. for 
the twelve months ended November 
30th earned 11 cents a common share. 
Net income amounted to $8.80 a pre- 
ferred share against $6.03 for the 1935 
period. Net income for November 
showed a gain of 54 per cent. 

Brooklyn-Manhattan Transit for the 
five months ended November 30th 
earned $1.87 a common share against 
$1.42 for the 1935 period. For Novem- 
ber revenues showed a slight decline and 
net income was $372,535 compared with 
$443,245 a year earlier. 

National Power & Light Co. earned 
$1.00 a share in the twelve months 
ended November 30th compared with 
79 cents a year earlier. 

United Gas Improvement Co. for the 
eleven months ended November 30th 
earned $1.01 a share against $1.00 a 
share for the corresponding eleven 
months in 1935. 

Detroit Edison Co. for the twelve 
months to November 30th earned $8.67 
a share compared with $5.89 for the 
year-earlier twelve months. Operating 
revenues increased 11.8 per cent and net 
about 48 per cent. The sharp expansion 
in net earnings, however, was partially 
a reflection of the $1,400,000 in extra- 
—? depreciation charged off in 
1935. 
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What Others Think 





Nobody’s Objecting to the Federal Power Act 


irH all the fuss and feathers 

being raised in the courts about 
Title I of the Public Utility Act of 1935, 
which concerns utility holding com- 
panies comparatively little attention 
seems to be directed toward Title II of 
the same act, which concerns the regula- 
tion of interstate electrical operations by 
the Federal Power Commission. This 
Title II (which has since been incorpor- 
ated into the Federal Power Act) is just 
about as voluminous as the controversial 
Title I, and certainly just as important. 
Some say, indeed, that it is more im- 
portant, pointing out that, in a practical 
way, with tax penalties, voluntary re- 
organizations, and one thing or another, 
the holding company situation would 
just about clear itself up anyhow; but 
until Title II was enacted into the law it 
was asserted that there was an important 
segment of electrical utility operations 
left uncontrolled by the state or Federal 
government—a no man’s land of regula- 
tion, so to speak. 


a months have now elapsed 
since the passage of this Title II, and 
already an official of the Federal Power 
Commission claims substantial results. 
Addressing the Fourth Annual Student’s 
Conference at Washington, the commis- 
sion’s general counsel, Oswald Ryan, 
stated : 


These results are real and not imaginary. 
I speak from the actual record of facts that 
have appeared in cases that have come 
before the Federal Power Commission in 
the last several months. 

That record reveals substantial progress 
toward the simplification of the corporate 
structure of the operating industry through 
the elimination of unnecessary corporations, 
thus paving the way to substantial economies 
in operation and a stronger financial credit 
for the operating utilities. Thirty unneces- 
Sary corporations, many of them of major 


size and importance, have been eliminated by 
the process of merger through authoriza- 
tions granted by the commission ; and the end 
is not yet. 

These mergers have been consummated 
under Federal supervision upon terms that 
safeguard the interests of consumers and in- 
vestors. When the Federal Power Commis- 
sion recently denied the petition for the mer- 
ger of two large operating companies on the 
ground that the terms of the merger would 
reduce by two and one-half million dollars 
the liquid assets of the operating properties 
for the benefit of the parent company, the 
parties promptly eliminated the objection- 
able plan and substituted one which the com- 
mission found to be consistent with the pub- 
lic interest, and the commission thereupon 
authorized the merger. 


Mr. Ryan went on to emphasize, with- 
out once expressing it directly, the strik- 
ing difference in this attitude of the elec- 
trical industry in codperating with the 
Federal Power Commission under Title 
II and its attitude in resisting the Federal 
Securities and Exchange Commission 
under Title I. Mr. Ryan said: 


There are strong indications—not least of 
which is the failure of the operating indus- 
try thus far to challenge the new Federal 
Power Act in a single court case—that the 
electric operating industry will codperate 
with the Federal government in the new era 
into which we are now entering. 


HE evidence does indeed support 

Mr. Ryan’s suggestion. Two days 
after his speech the Supreme Court 
handed down the decision upholding the 
accounting rules prescribed by the Fed- 
eral Communications Commission for 
larger telephone companies. As these 
rules were similar in principle to those 
prescribed by the Federal Power Com- 
mission for interstate electric companies, 
there had been some threats of litigation 
from the power companies. Following 
the FCC decision, however, the FPC 
found a more codperative spirit among 
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the power companies and any litigation 
over the power rules now seems unlikely. 
Other instances of even more spon- 
taneous codperation with the FPC were 
cited by Mr. Ryan. Large operating com- 
panies whose dividend payments to 
parent concerns seemed unwarranted, 
have modified these policies at the sug- 
gestion or direction of the FPC. Com- 
panies asking for commission authoriza- 
tion to issue securities, said Mr. Ryan, 
“have shown a disposition to put their 
houses in better order before submitting 
their petitions to the commission.” 


| ppreyerl there is the important step 
of eliminating what the FPC feels 
are improper interlocking relations be- 
tween various companies. On this point 
Mr. Ryan stated: 


Between eight and nine hundred cases of 
interlocking officers and directors, involving 
several thousand corporate positions, at this 
time occupy the commission’s attention in 
connection with that provision of the act, 
which requires commission approval to the 
holding of interlocking positions. This pro- 
vision in the statute has led in recent months 
to the resignation of many utility officers 
and directors from the boards of investment 
and underwriting companies which deal in 
the securities of these utilities; and has led 
to the resignation of others from the boards 


of manufacturing companies that sell 
equipment to public utilities on whose boards 
they also serve. In one utility system alone 
there were 160 reductions in the number of 
positions involved in the applications of 
eleven individuals before the Federal Power 

Commission, resulting in a much stronger 

local control of operating companies to re- 

place the remote control that had previously 
existed. 

The fact that all of these changes 
have been voluntarily made by the com- 
panies at the suggestion of the FPC and 
without a single lawsuit, clearly indi- 
cates that the legal quarrel which the in- 
dustry has with SEC over the holding 
company provisions of Title I is an issue 
of principle and not a disposition to 
dodge regulation reasonably imposed. 
Whichever way the holding company test 
cases are decided, therefore, or whatever 
may finally be upheld as the law of the 
land for regulating holding companies, 
we may expect the power industry to sub- 
mit to that regulation with the same 
spirit of codperation that the FPC is 
finding in its work under Title IT. 

—E. S.B. 


Appress By OswALp RYAN BEFORE FourtH 
ANNUAL STUDENT CONFERENCE ON Power 
ae WasHInctTon, D. C., December 
12, 1936. 








A Debate to End All Debates 
on Public Ownership? 


NE can hardly hope to keep up with, 


much less review, all of the pamph- 


lets, books, reports, and what not on the 


subject of public ownership of utilities 
since that subject became the main propo- 


sition for national high school and college 


debate during the 1936-1937 school year. 


Several good collections of the available 


material have been made and some of 
these editions have been reviewed in this 


department. In addition, the Edison Elec- 


tric Institute has published a comprehen- 
sive bibliography on the negative side of 


dertakes to supply references on the af- 
firmative side. Much new or reprinted 
material on both sides has become avail- 
able since the debate question was an- 
nounced last summer, a partial list of 
which has been compiled by this writer 
and appears on page 109. : 
After looking over the recently avail- 
able debate material, it seemed obvious to 
this writer that a considerable amount of 
the material on both sides is not helpful 
to the inquiring student debaters, and 
may possibly be misleading. Much of the 


material is excellent, of course; some is 
informative although indifferently pre- 
sented, but the rest is either poorly done, 
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ship League headquarters at Chicago un- 





WHAT OT 


HERS THINK 

















Yl a 

Yt hz 
7) ANA 
CMe, 


yy 


4 














By Schus: George Matthew Adams Service 


THE ADVANTAGES OF EXTENSION PHONES 
“Wrong number—he wanted that number.” 


badly reasoned, or rendered obsolete by 
subsequent developments. 

The best evidence of the mischief that 
misleading or obsolete source material 
does is to be had by examining some of 
the debates which have actually taken 
place. I have selected as an example, not a 
debate by fledgling high school students 
who would scarcely be expected to scent 
questionable data, but one that was 


argued by four of our better informed 
speakers. I refer to the debate that was 
broadcast over a national hook-up on No- 
vember 19, 1936, with Norman Thomas 
and Dr. Harry W. Laidler taking the 
affirmative, and Professor Gustavus W. 
Dyer and William C. Mullendore taking 
the negative. 

Sometime ago, Dr. John Bauer made 
a statement to the general effect that elec- 
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tric utility rates had not come down dur- 
ing the depression. I could never quite 
understand just how such a usually pre- 
cise authority as Dr. Bauer had ever ar- 
rived at such a conclusion. Nevertheless, 
I have seen this statement repeated sev- 
eral times since—always credited to Dr. 
Bauer. Next we see what use Norman 
Thomas made of it. Here is a passage 
from Mr. Thomas’ debate: 


During the depression, Dr. John Bauer 
tells us, the power companies, with some ex- 
ceptions, held to pre-depression rates. This, 
in itself, is proof of the breakdown of regu- 
latory machines. The fact of that break- 
down is notorious and privately, at least, ad- 
mitted by everybody who has had anything 
to do with the industry. 


ROM a false premise, it was inevitable 

that Mr. Thomas would arrive at a 
very questionable conclusion. He had 
only to check the authoritative statement 
made by the Federal Power Commission 
in September, 1935, on the amount of re- 
cent rate reductions to know that Dr. 
Bauer either slipped badly on that par- 
ticular statement, or intended a construc- 
tion of it that does not readily appear on 
its face. The annual report of the TVA 
for 1936 also states that throughout the 
United States there was a general elec- 
tric rate reduction of 8 per cent from 
1933 to 1935 alone. 

Going to the other side of the picture 
we witness reprinting of apparently ob- 
solete material. For example, there is 
the article entitled “Coincidence of High 
Taxes and Government in Business,” by 
the late R. H. Ballard, former president 
of the Southern California Edison Com- 
pany, which originally appeared in Elec- 
trical West in May, 1932. It was an in- 
teresting and well written article at the 
time it was published. Today, Mr. Bal- 
lard’s tax figures are almost meaningless. 
Mr. Ballard’s argument, in principle, may 
still be valid, but if so, it can hardly be 
effectively proven with 1928 tax figures. 
It is likewise difficult to see the particular 
value of reprinting such articles as one 
dealing with a now forgotten controversy 
about the Ontario Hydro Commission, 
originally written over ten years ago and 
which today seems irrelevant. 


ES FORTNIGHTLY 


It recalls a personal experience. A lit- 
tle over a year ago a friend of mine, who 
happens to be a public ownership advo- 
cate, asked me to check over an address 
he had prepared. In the course of his 
argument he attempted to minimize the 
amount of taxes which private utilities 
pay by taking a pre-depression tax aver- 
age of 10 per cent of the gross revenue. 
In returning the address, I suggested to 
my friend that he revise his figure in the 
light of more recent authority to the ef- 
fect that utilities were then (1935) pay- 
ing about 15 per cent of gross revenue 
in taxes. I later heard the actual address 
and noted that my friend had not made 
the revision. When I chided him he ex- 
plained quite frankly: “Well, I left it 
the way I had it at first because it made 
my case look better.” 

Now my friend is not otherwise dis- 
honest. He is a model father, a respected 
citizen, and an able lecturer, besides be- 
ing a warm and loyal friend. He was not 
conscious of doing any wrong in making 
his case “look better.” Doubtless, spokes- 
men for private utility interests have 
done the same thing many times. Now, 
however, that we are reprinting this stuff 
and putting it into the hands of helpless 
school children ‘for their information,” 
it raises the question of whether some- 
thing ought to be done about it. 

When an interested party to a contro- 
versy (or his lobbyist or even his lawyer) 
dresses up a case, we are on guard. We 
discount or scrutinize his research be- 
cause we know he is necessarily biased. 
Nobody blames him, of course, but at 
least we know what to expect. In fact, 
the sincere desire to set forth the truth 
as distinguished from zeal to prove a 
case is perhaps what sets the true student 
of research apart from the propagandist. 
A debate, theoretically, should be con- 
ducted on the basis of fairly reliable and 
up-to-date source material. But the 
school students are in no position to check 
these things. Indeed, if such a well- 
informed gentleman as Mr. Norman 
Thomas is misled, how can students hope 
to avoid error in fact? 

It is chiefly with so-called factual ma- 
terial that I have this quarrel—something 
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that both sides should strive to make 
clear, accurate, and complete. The 
amount of taxes utilities pay, for ex- 
ample, is a fact—a comparatively easily 
ascertainable fact. Therefore, there is no 
excuse for a progressive to go on using a 
wrong percentage. Likewise, when a pri- 
vate utility paper purports to give the 
trend in the number of municipal plants 
in this country, it should not stop at 1930 
just to leave an impression that the num- 
ber is still going down. It should con- 
tinue up to 1936 and admit that within 
the last five years the trend has been 
upward. 

These are facts. There can be no argu- 
ment about them. To misstate them, to 
distort them, or partially to suppress 
them is an indication either of careless- 
ness or of a desire to win an empty argu- 
ment at the expense of the truth. Of 
course, not all factual statements on this 
subject are beyond fair argument. There 
seems to be a great deal of honest argu- 
ment, for example, about how much mu- 
nicipal utility plants contribute in taxes 
or in lieu of taxes in the form of contri- 
butions to local city general funds. But 
such reasonable disputes need not defeat 
an attempt to clear away uncertainty 
about the other facts which are well es- 
tablished, such as the amount of utility 
rate reductions, of taxes paid, of the cost 
of various government utility projects, 
and so forth. 


HIs is not to suggest that both sides 
would necessarily have to agree 
upon what facts are relevant, or up to 
date. That could never happen. It is 
merely to suggest the possibility of some- 
thing in the nature of a stipulation as to 
what evidence is admitted by both sides 
to be indisputable as distinguished from 
evidence that is disputable. This need not 
check the zeal or spirit of the debater on 
either side in any respect. On the con- 
trary, more confidence in “certified” 
source material would probably be con- 
ducive to having the disputants meet 
squarely on common ground instead of 
swinging blindly at each other through 
the fog of argument at cross-purpose. 
What am I suggesting? Well, it is 


simply an idea that occurred to me as I 
browsed through the various pamphlet 
reprints and transcriptions of some of the 
debates which have already taken place. 
It is probably not an original idea, but if 
there is anything to it at all, now is the 
time to do something, when the current 
debate series has brought out of its hole 
about every good, bad, or indifferent piece 
that was ever written on the subject of 
public ownership or utilities in the last 
fifteen years. 


H™ is the proposition : let each side 
appoint a committee to go over all 
the arguments now available on its own 
side, throwing out misstatements, bring- 
ing up to date old data, and rewriting or 
eliminating misleading or irrelevant ma- 
terial. Adding to this any new or original 
material it might deem proper, each com- 
mittee would then report at length and in 
detail its own compendium of argument 
and evidence. Publication of both reports 
in a central volume or series of volumes, 
together with mature and constructive 
cross-rebuttal should produce two of the 
best statements on public ownership for 
some time. It would be an invaluable 
reference source and would, in short, 
constitute itself a debate to end all debates 
on public ownership. 

This plan would not only clear away 
disputes and uncertainties as to a large 
number of facts, but provide an oppor- 
tunity for a balanced presentation of the 
whole picture of the public ownership 
question by showing each phase in its 
proper relation to other phases. At pres- 
ent, these phases are sO numerous, so 
complicated, and so inconsistently treated 
that the student cannot hope in the aver- 
age debate to do anything but cover such 
hackneyed and academic points as : “Gov- 
ernment ownership as likely to destroy 
private initiative,” or “Government own- 
ership as producing cheaper rates,” etc., 
etc. Truth to tell, the government own- 
ership question is so complicated today 
that it is hardly a proper subject of casual 
inquiry. A mere intelligent understand- 
ing of the St. Lawrence project, for ex- 
ample, would involve not only a study of 
the power situation in New York, but 
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also a study of transportation by rail and 
water, international comity, economic re- 
lation of American and Canadian sea- 
ports, taxation in New York state, and 
other fields into which school students 
may rush with impunity where experts 
fear to tread. In short, the public owner- 
ship question is not to be decided solely 
on the subject of lower rates, regardless 
of what various protagonists may say to 
the contrary. 

But such a plan is not likely to happen 
here for the simple reason that there are 
too many folks personally interested in 
both sides of this question who are more 
concerned with winning arguments than 
making constructive contributions. Be- 


fore the solution of this question could 
even be approached, it would be neces- 
sary to have a moratorium on the name- 
calling that passes for argument, on dis- 
cussion of the mythical “Power Trust,” 
and on immaterial references to public 
ownership advocates as “Marxists” or 
“irresponsible visionaries.” There would 
have to be an end to the specious argu- 
mentum ad hominum. In short, there 
would have to be an end to a great deal 
of bluster, cant, and plain hooey, and 
more serious, well-mannered, and in- 
telligent concentration on the merits of 
the question. It won’t be done, of course, 
but there is no harm in wishing. 
—M. R. Kywaston. 





Lincoln Steffens on Public Ownership 


HE suggestion contained in the ar- 

ticle appearing in this same depart- 
ment, by M. R. Kynaston, to the ef- 
fect that there might be some thought 
given to a debate to end all debates on 
public ownership is an excellent starting 
point for a long overdue discussion of a 
remarkable volume written by a former 
distinguished contributor to Pustic 
Utitities FortnNiGHTLy—the late Lin- 
coln Steffens, whose death last August 
was a grave loss to American letters. 

It is probably true, as Mr. Kynaston 
points out, that universal agreement as 
to seemingly elementary facts on the pub- 
lic ownership question is scarcely to be 
expected this side of the millennium, but 
even this practical consideration is no bar 
to individual conditioning of our minds 
along lines of honest and courageous 
analysis of the question. Certainly an 
excellent start would be made by a thor- 
ough reading of Lincoln Steffens’ “Au- 
tobiography.” In fact, this reviewer 
would, if he could, make the “Autobio- 
graphy” required reading for anybody 
who aspires to speak authoritatively on 
either side of the public ownership 
question. 

It is not a new book. At present writ- 
ing it is already marked down to popular 


prices, but in view of the widespread in- 
terest prevailing in public ownership of 
utilities, this work is well worth a re- 
examination if only for purposes of back- 
ground and breadth of vision. It is the 
spirit of honest inquiry of the late Mr. 
Steffens that must be caught if we are 
ever to make substantial progress in 
threshing out fairly this public ownership 
question. 


TEFFENS never quite arrived at any 
final conclusion about public owner- 
ship, although the theme runs like a 
bright red thread throughout the book— 
and a fat book it is. In his closing chap- 
ters, he seemed paradoxically to be flirt- 
ing with Moscow and a system of indus- 
trial cartels (governed by executive- 
statesmen) at the same time. He seemed 
much more Left than Right, however. 
But this is not so important because 
Steffens arrived at a number of conclu- 
sions throughout his career only to dis- 
card them in the light of his own persis- 
tent digging after further evidence. 
That in itself is the most admirable and 
striking feature of Steffens’ character. 
He was the ideal debater for the simple 
reason that he was constantly debating 
within himself. He was most critical of 
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Nebraska State Journal 


ANNIE DOESN’T LIVE HERE ANY MORE— 
THEY’VE BOUGHT A TRAILER 


his own reasoning and time and again re- 
jected suspected evidence at great sac- 
rifice to his own most treasured theories. 

Here in short is the cycle of Steffens’ 
chain of conversions and reconversions: 
As a young reporter he fell in with the 
civic reformers. Government was cor- 
rupt because the police were corrupt, he 
thought. Clean up the police and you 


would end corruption. Soon he found 
that this did not work because the police 


merely carried out orders of political 
superiors. Here, then, thought Steffens, 
was the trouble. Turn the rascals out of 
the city hall and you had the problem 
settled. Failure of “reform administra- 
tions” by “good men” gradually con- 
vinced him that this also was error—local 
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politicians in office were always respon- 
sible to “higher-ups”—sometimes bosses 
out of office, sometimes superior poli- 
ticians at the state capitol or even in 
Washington. 


BOUT this time Steffens also made the 
discovery that not only does crime 
depend on business, but business, so- 
called legitimate business, often depends 
on crime for support. He found some of 
the old street railway and railroad man- 
agers, for example, who frankly ad- 
mitted that they could not get franchises 
from politicians to establish public ser- 
vice, admittedly in the public interest, 
without paying graft and bribes. The 
utility men were “held up” in the public 
interest. On the other hand, he also 
found that severe political reform al- 
ways seems to end up by becoming “bad 
for business,” so that he was amazed to 
see prominent business men and even the 
clergy lining up with the opposition 
under such circumstances. 

At one time he decided that if politi- 
cians took orders from business, business 
in turn took orders from bankers. At 
last — the seat of the trouble! But a 
prominent banker again disillusioned 
him. The banker, it seemed, had to take 
orders from everybody—his own stock- 
holders, other business groups, and 
“stick-up” politicians. Here was Steffens 
back again where he started! At this 
point he made the remarkable conclusion 
that it wasn’t so important who was to 
blame for graft and political corruption, 
but what was to blame, and then he 
formed a rather vague theory that 
seemed to be a rough combination of 
Fabian socialism and Henry George’s 
single tax doctrine. It was privilege—the 
opportunity to make money by monopo- 
listic authority, such as utility fran- 
chises, that caused men to stoop to cor- 
ruption. There were no good men—no 
bad ones—only a defective system which 
holds up improper rewards and causes 
men to do wrong things to get them. 

Steffens never seemed entirely satis- 
fied with this theory after he reached it. 
It necessarily meant endorsement of pub- 
lic ownership of utilities and all other 


business that depended on any form of 
monopolistic privilege. But he showed 
himself somewhat uncertain in later years 
about whether public ownership of util- 
ities with the retention of private owner- 
ship of other business would not, under 
the existing capitalistic set-up, simply be 
like cutting up two or three wolves to 
feed all the other industrial wolves who 
would still control the government, which 
in turn would then directly control the 
utilities. This suggested eliminating the 
profit system entirely and going the whole 
hog for state socialism. 


genni Steffens never quite got 
around to that definitely. He went to 
Russia during the early stages of the Bol- 
shevik regime and seemed interested and 
pleased with what was going on there. 
He felt that the changeover from the 
profit system to a socialistic economy 
would not necessarily destroy initiative. 
He seemed to be wondering, however, 
whether the very things that would have 
to be substituted for capitalistic rewards 
as an incentive to individual initiative in 
a socialistic economy (whether it be civil 
honors, special influence, and preroga- 
tives of rank, or just brass buttons) 
would not, by the very fact that they 
were successful substitutes, incite the 
gifted individual, in the long run, to do 
the same things he deplored in the capi- 
talistic economy. Unfortunately, Stef- 
fens had not the opportunity in this life 
to think this last tough problem through. 

Examining the reasoning of Steffens 
critically, it becomes immediately appar- 
ent that his simple solution of the prob- 
lem of social morality is too neat, too pat, 
too easy, to stand up under practical 
analysis. The view that there are no good 
men and no bad men, only strong and 
weak ones who are trapped in various 
degree by a hypocritical system of re- 
wards and penalties sounds plausible, but 
a trip through the nearest penitentiary 
would quickly convince us that it doesn’t 
make practical sense. 

Of course, it is possible to end the 
crime of larceny on the police books by 
simply eliminating all private property, 
just as it is possible to cut down arrests 
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for abuses in domestic life by dispersing 
the family unit and eliminating moral 
laws from the statute book. Soviet Rus- 
sia in fact has already made some inter- 
esting experiments along these lines and 
its recent action in tightening up once 
more the laws on domestic relations indi- 
cates an acknowledged failure in this re- 
spect. It is just as difficult to explain all 
human conduct or misconduct in terms 
of economic expediency as it is for the 
Freudian psychoanalyst to explain all 
human behavior in terms of elementary 
biological desire. If Steffens’ suggested 
explanation of ethics were sound, the 
logical conclusion would be an anarchistic 
state wherein all laws, moral or other- 
wise, would be abolished, and where 
there would as a result be no felony, 
crime, sin, or other aberration. Needless 
to say, this wouldn’t make a murderer 
any more pleasant to get along with. 
Another pardonable but important de- 
fect in Steffens’ temperament, in this re- 
viewer’s opinion, was his preoccupation 
with corruption, vice, crime, and his ap- 
parent disregard of gains which civiliza- 
tion has made. In summing up capitalistic 
civilization, he invariably confined him- 
self to the debit side of the ledger. He 
failed always to set off the credit side. 
After all, we do know that with all its 
faults and corruption the capitalistic sys- 


tem has made possible certain bettered 
standards of living, creature comforts, 
elimination of disease, and other assets 
of civilization. The true question to be 
decided, therefore, is whether a collective, 
profitless economic system or any other 
could have made more or less progress 
than the capitalistic system during the 
same period with more or less incidental 
corruption, distress, and so forth, Or— 
if one wants to take the attitude that 
socialism is a natural social development 
following capitalism — the question 
should be, would socialism make more 
such gains in the future with less corrup- 
tion, etc., than the capitalistic system ? 
However, it was characteristic of Stef- 
fens that he left no iron-bound formula, 
he preached no crusade, and his only mes- 
sage was that we should go on searching. 
He admitted that he never found an en- 
tirely satisfactory solution for himself, 
but he felt it even more important than 
ever that we should all go on trying. If 
we all tried as honestly and good-natured- 
ly as Steffens, it is certain that there 
would be less talk about propaganda and 
more results to show for our pains. 


—F. X. W. 
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Attack Florida Canal 


PPONENTS of the Florida ship canal on 
O December 17th presented their case be- 
for the board of army engineers conducting 
public hearings on the project. A delegation 
opposed to construction of the waterway 
sought to block approval by the board of a re- 
port submitted by a special commission of 
army engineers which recommended that con- 
struction of the canal be continued. 

J. B. Willoughby, of Wilmington, N. C., 
representing a committee of railroad engi- 
neers, geologists, and agriculturists, attacked 
the army report in detail. Estimates of his 
committee placed the total cost of construc- 
tion at $366,980,000 as opposed to $162,985,000 
estimated in the report. He disputed the 
army’s maintenance estimates, placing upkeep 
costs at $4,000,000 a year compared to the 
army figure of $650,000. Willoughby said cost 
estimates were based largely on comparative 
figures obtained from reports on construction 
and operation of the Panama canal. 

Among witnesses for proponents of the 
project were General Charles P. Summerall, 
former army chief of staff now connected with 
the canal authority, and Colonel Gilbert A. 
Youngberg, U.S.A., retired, of Jacksonville, 
who asserted there was no evidence to sub- 
stantiate claims of water supply menace. 


A representative of the state’s new gover- 
nor, Fred Cone, and representatives of Mis- 
sissippi, Louisiana, Georgia, and Oklahoma 
also were heard to support the contention of 
proponents there was a public demand for the 
project. 


Bars Alaska from Act 


HE Securities and Exchange Commission 

last month exempted the American Allied 
Products Company, the American Engineering 
and Management Corporation, and the Associ- 
ated Public Service Company from all pro- 
visions of the Public Utility Act of 1935 which 
would require them to register because of 
their control of 10 per cent or more of the 
voting securities of the Alaska Public Utilities 
Company. The commission ruled that the act 
defines the United States, when used in a 
geographical sense, to mean any state of the 
United States or the District of Columbia. 
The ruling said: 

“Since the political status of Alaska is at 
present that of a territory rather than of a 
state, the commission is of the opinion that 
the operations of Alaska Public Utilities in 
that territory do not constitute it a public 
utility company doing business as such within 
the geographicai limits of the United States, 
as defined by the act.” 


Alabama 


Organize to Fight Utilities 


HE Southeastern Power Consumers’ As- 
sociation was formed at Decatur on De- 
cember 29th for the purpose of coéperating to 
combat “opposition” of private power com- 
panies to “municipal ownership of utilities.” 
Eighteen cities and codperatives of Alabama, 
Tennessee, Mississippi, and Georgia—mostly 
in the area of TVA power—were represented. 
Roy Ingram, mayor of Tarrant City, Ala., 
who was chosen permanent chairman, declared 
the purpose of the convention was to form 
a permanent coalition of southeastern cities 
seeking municipal ownership of electric plants, 
through which prompt and effective steps 
could be taken to combat the power com- 
— “now opposing such municipal owner- 
ship. 
_ Resolutions presented expressed confidence 
in President Roosevelt and proposed a curb 
of the power of Federal courts to enjoin Fed- 


eral, state, and municipal officials from en- 
forcement of Federal statutes. 


Attacks Telephone Tax 


HE Southern Bell Telephone Company last 

month attacked in U. S. district court the 
validity of Alabama’s law increasing its gross 
receipts tax from 2% to 4 per cent and asked 
for a refund of $188,840 in taxes paid under 
the increased rate. The tax increase was con- 
tained in an act of the 1935 legislature which 
was attacked as discriminatory and excessive 
and as confiscating property without due 
process of law. 

The suit was filed against the state tax 
commission by R. E. Steiner, Jr., counsel for 
the telephone company, declaring the law vio- 
lated both state and Federal constitutions. The 
law under fire was introduced by former Rep- 
resentative Clint Harrison, of Marengo, and 
deals only with telephone companies, making 
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the legislature to return the 4 per cent tax on 
telephone companies to 2% per cent. It was 
introduced by Representative W. S. Welch, 


* 


no change in the gross receipts tax levied on 
other utilities and industrial firms. A bill was 
reported pending before the special session of 


Arizona 


Drops Light Project 


Te Globe city council voted unanimously 
in an executive session December 31st to 
accept proposed reduced rates offered by the 
Arizona Edison Company, Inc., and to aban- 
don its plans for obtaining a PWA loan of 
$350,000 for the building of its own plant. 
The Edison company agreed to give the city 
80,000 kilowatt hours of electricity each month 
for the same price it has been paying for ap- 
proximately 47,000 kilowatt hours for the 


lighting of its streets, including the ornamental 
lighting systems and the scores of street lights 
in various sections of the city. 

Action of the city council followed a two- 
hour discussion between councilmen and Edi- 
son officials in which the latter explained the 
benefits which would accrue to consumers of 
electricity in Globe. Cuts in rates proposed by 
the company in residential lighting ranged 
from 9 per cent to as high as 31 per cent. All 
classes of users benefited through proposed 
reduced rates, effective January Ist. 


Arkansas 


Hotel Calls Cut 


HE state utilities commission last month 

approved a new schedule of rates affect- 
ing calls from hotel rooms and directed the 
Southwestern Bell Telephone Company to put 
the new rate into effect beginning January 
lst. The new rate was the result of an order 
issued sometime ago citing the telephone com- 
pany and a hotel company to show cause why 
the 10-cent charge for calls from hotel rooms 
should not be reduced to five cents. 

The commission order specifies that five 
cents shall be the maximum amount charged 
hotel guests for such calls, but does not pre- 
vent the telephone company from allowing 
hotels a portion of that charge for their serv- 
ices in handling the calls. 


Gives Dam Approval 


HE Federal Power Commission on Decem- 
ber 16th announced conditional approval 
of a 102,000 horsepower hydroelectric project 
at Wildcat Bend on the White river in Baxter 
and Marion counties. The commission speci- 
fied that before the White River Power Com- 


pany will be licensed to start construction, 
plans for the dam must be redesigned to meet 
requirements of War Department engineers. 

Applications from the same company for 
authority to construct two other power de- 
velopments on the White river, at Bull Shoals 
and Hog Thief Bend, both upstream from 
Wildcat Bend, were denied. The commission 
said the power company had failed to present 
evidence “of engineering or economic feasi- 
bility” of the two projects. 

The Wildcat Bend development, the com- 
mission announced, includes construction of 
a dam, reservoir, power plant, and “appur- 
tenant works” to be constructed in two steps. 
The first step, to be completed within four and 
one-half years after the license is issued, will 
consist of a dam “having its spillway crest 
at 484 feet, mean sea level, and two generating 
units having an installed capacity of 38,000 
horsepower.” The second step will consist of 
spillways, piers, gates 26 feet deep, and a third 
generating unit, “making the total installed 
capacity 102,000 horsepower.” 

Redesigned plans for the dam must be sub- 
— to the commission “on or before June 


California 


Opposes State Ownership 


A==3 senate investigating committee was 
told last month that the city of Pasadena 
is opposed to any state ownership of municipal 
power distribution plants. Headed by state 
Senator Seawell of Placer county, the commit- 


tee was reported to be investigating the feasi- 
bility of state ownership and control of all 
water and power. It has conducted hearings 
in Los Angeles and Fresno and was scheduled 
to go to Sacramento for a final session. 
Benjamin F. Delanty, general manager of 
the Pasadena Light and , comnts Department, 
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said the city’s board of directors has gone on 
record against state control of their municipal- 
ly owned power distribution plants. He said 
the board had voiced no objection to state 
control of power production and transmission 
but felt that distribution was a local problem, 
best administered by local government. 


To Vote on Bond Proposal 


y a vote of 9 to 2 the San Francisco board 

of supervisors on December 28th decided 
to submit to the people a proposed charter 
amendment providing for the issuance of $50,- 
000,000 of revenue bonds to finance municipal 
distribution of electricity. The proposition is 
to be placed before the electorate at a special 
election to be held about February 16th. It 
would become effective after approval by a 
majority of the voters and ratification by the 
state legislature. 

In its final form the amendment would com- 
pel the public utilities commission to take im- 
mediate steps toward acquiring—through pur- 
chase, condemnation, or construction—a city- 
wide distribution system. The amendment 
would authorize the commission to put into 
effect its plan 7, but would not hold the com- 
mission strictly to the provisions of that 
scheme. Plan 7 calls for the purchase of the 
Pacific Gas and Electric Company’s distribu- 
tion system for $39,700,000, construction of a 
Red Mountain Bar generating plant for $1,- 
125,000, and the purchase from the Pacific 
Gas and Electric Company of transmission, 
stepdown and standby services. The new mu- 
nicipal utility would distribute current to the 
entire city. 


The total cost of putting the plan into ef- 
fect was estimated at $43,700,000 but the $50,- 
000,000 was inserted in the bond proposal to 
provide the commission with leeway in event 
the costs proved to be underestimated. 


Favors Bus Licenses 


Pew of a license of $5 a bus annually 
by all busses using Los Angeles streets, and 
in addition a tax of 2 per cent on the gross 
revenue of all bus lines using city streets ex- 
clusively, was recommended to the city council 
in a resolution adopted December 15th by the 
Los Angeles Board of Public Utilities and 
Transportation. 

The board qualified its recommendation, 
however, with the suggestion that the council 
should have a survey made of the system of 
fees charged all transportation concerns, to 
reach an equitable system of licenses. The 
action was taken following a report by General 
Manager Bean of the utilities department, in 
which he stated that it appeared to be general 
practice to charge 2 per cent on the gross 
receipts. Bean stated that as long as the state 
collects 3 per cent of the gross revenues on 
busses not operated in local transportation, it 
would seem reasonable that the city should 
collect 2 per cent on local services. 


Set Election Date 


HE Fresno city commission on December 

17th set February 25th as the date for a 
special election at which the voters will pass 
on a bond issue of $2,990,000 for the purchase 
of the local distributing system of the San 
Joaquin Light and Power Corporation. 


Georgia 


Announces Voluntary Reduction 


tT Georgia Power Company last month 
announced a voluntary rate reduction for 
residential customers, designed to obtain in- 
creased consumption by its small customers 
and to attract new customers in this field. A 
statement issued by Preston S. Arkwright, 
president of the company, said the revised 
schedules would save patrons about $450,000 a 
year. Jud P. Wilhoit, chairman of the state 
public service commission, announced the 
commission had approved the new schedule, 
effective January Ist. 

Mr. Arkwright, in announcing the schedule, 
said the greatest benefits would be derived by 
customers using less than 110 kilowatt hours 
per month “because the rates for large con- 
sumers are already low and because the great- 
est social need is for increased comforts in 
small homes.” 

Under the new schedule customers of the 
company all were given the present induce- 


ment rate, and a new inducement rate, which 
offered more electricity at cheaper rates, was 
presented. Officials of the company said the 
total income of the company would be main- 
tained because “more attractive rates will re- 
sult in a wider use of appliances and general 
increase in consumption.” 


Power Company Loses 


que Judge Harold Hawkins on Janu- 
ary 2nd refused the plea of the Georgia 
Power Company that the government-spon- 
sored North Georgia Electric Membership 
Corporation be restrained from operating in 
Georgia. The ruling decided two suits by the 
Georgia Power Company, one filed against the 
membership corporation and the city of Ring- 
gold and the other against the membership cor- 
poration alone. 

The membership corporation was organized 
to distribute Tennessee Valley | 
power in Catoosa, Murray, Walker, Whitfiel 
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Gordon, Dade, Cherokee, Bartow, and Pickens 
counties. The Georgia Power Company con- 
tended activities of the membership corpora- 


tion were damaging the power company’s 
property rights, and that the corporation is a 
utility and should be subject to regulation, 


Indiana 


Plans Utility Purchase 


= on a petition signed by 910 citizens, 
the Lebanon city council recently called 
a special election for January 19th on the ques- 
tion of municipal ownership of the electric 
light and power plant. If the proposition car- 
ries, the city plans to operate the electric light 
and power plant in connection with the water- 
works, which is municipally owned. The pres- 
ent electric system is owned by the Public 
Service Company of Indiana. 


Seeks PWA Aid 


HE Auburn city council last month passed 
a resolution to seek PWA aid toward con- 
struction of a municipal power plant. If a 
grant of 45 per cent of the cost is obtained, it 
was said the city would go ahead with instal- 


lation of the electric generating equipment. 

‘The Indiana Service Corporation at Fort 

Wayne now supplies Auburn with electricity. 
oe. { 


Requests Rate Increase 


T HE municipal plant of Greenfield last 
month asked the state public service com- 
mission to approve a proposed schedule under 
which small electric consumers of the munici- 
pal plant would have slightly higher rates. 
The increase would be approximately 15 cents 
a month for consumers using between 25 and 
100 kilowatts monthly. Users consuming be- 
tween 100 and 255 kilowatts monthly would 
have the same rate as under the old schedule, 
and users of more than 255 kilowatts would 
receive reductions. 

The company also proposed to bill consum- 
ers monthly instead of every three months, 


lowa 


Restrains Municipal Plant 


j= George Heald on December 8th re- 
strained the city of Milford from further 
operation of its municipal power plant, holding 
there was no competitive bidding. The city 
can no longer pay interest or principal on 
bonds which financed purchase of equipment 
from the Monroe Electric Company, and must 
not interfere with the Northwestern Light and 
Power Company in its service. 

Five citizens brought the suit, which had 
been pending since July 28th. City officials 
said they would appeal to the supreme court. 


Asked to Intercede 


Cy ~y Clyde L. Herring recently was 
asked to intercede with Federal officials 
to obtain a government grant for the erection 
of a rural electrification power station. A dele- 
gation of Rockwell City business men told the 
governor the Calhoun County Electric Codp- 
erative association already has obtained a 
grant of $278,000 with which to build a 561- 
mile electric line serving nearly 1,000 farmers 
in Calhoun, Pocahontas, Greene and Sac coun- 
ties. 

The delegation charged, however, that the 
Iowa Public Service Company of Sioux City 
had refused to sell electricity to the codpera- 
tive and asked the governor to see if a Fe - 


eral grant could be obtained to finance a power 
station. 


Organize Consumer Strike 


NSTITUTING a consumer strike, farmer and 

village patrons of the Rural Development 
Corporation in the area of Farson, last month 
abandoned their electric lights and returned 
to kerosene lamps. The strike sought to win 
lower light rates on the corporation’s 48 miles 
of line in Wapello, Davis, and Jefferson coun- 
ties. 

Refusing to accept current unless rates were 
reduced, 62 of the lines patrons allowed their 
meters to be taken out. Dr. C. A. Henry, Far- 
son family doctor, is leader of the lower rate 
campaign. Dr. Henry said subscribers would 
stand pat until they got a fair rate for fair 
service. 

The line patrons have organized themselves 
into the Rural Electric Protective Association. 
E. N. Peak of Marshalltown, president of the 
utility, has refused to recognize or to nego- 
tiate with the association. He said he would 
willingly negotiate with any individual sub- 
scriber. The rates which the patrons refused 
to accept were as follows: 

A minimum monthly charge for regular 
farm subscribers of $8.50 a month for 150 kilo- 
watt hours; a minimum monthly charge for 
business places in the unincorporated towns 
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served by the line of $8.50 a month for 150 
kilowatt hours; a minimum monthly charge 
of $4.50 for farms of less than 10 acres, with 
no limitation on amount of current, and a 
minimum monthly charge of $3 for town resi- 
dences for 33 kilowatt hours. 


Takes Gas Appeal 


7 city of Iowa City on December 12th 
completed preliminary steps to appeal to 
the Federal circuit court its fight against nat- 
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ural gas. An order signed by Federal District 
Judge Charles A. Dewey, who made a ruling 
in the case last October 5th, granted the city’s 
permission for an appeal. 

In his ruling, Judge Dewey held the Iowa 
City Light and Power Company had the right 
to substitute natural for artificial gas in Iowa 
City. The judge also held the city could not 
interfere with the company laying a pipe line 
which would carry the natural gas from its 
border station, just outside the city limits, to 
its city gas plant. 


Kentucky 


Phone Rates Lowered 


EpUCTIONS of $525,000 in telephone rates 
throughout the state, $440,000 of which 
goes to Louisville subscribers, were ordered 
December 3ist when the state public service 
commission abruptly ended its two-year in- 
vestigation. 

The order was consented to by Mayor Ne- 
ville Miller of Louisville and representatives 
of the Southern Bell Telephone & Telegraph 
Company, the rates to be effective on billings 
of January 26th and later. The order was to 
be supplemented by an allocation section, 
which would close the city of Louisville 
hearings (about one-third complete), and all 
phases of the state’s investigation. 

The $85,000 reduction for out state sections 
was to be allotted to counties which do not 
have county-wide interexchange service. The 
27 counties which enjoy county-wide interex- 
change service were not to share in the re- 
ductions. Tolls for interexchange service, pro- 
vided for in a former order, were eliminated. 


The new settlement fixed the rates for 
Louisville, but not for the remainder of the 
state. The city obtained not only the reduc- 
tion, but the telephone company was required 
under the agreed order to pay the city $50,000 
on its expenses in preparing the rate case, 
started in February, 1935. 


Power Plan Suggested 


log the fifteen subjects for possible con- 


sideration by the Kentucky general as- 
sembly in a special session expected to be 
called late in January was a provision for leg- 
islation to enable communities of the state to 
avail themselves of electricity generated by 
government-operated projects, such as Norris 
dam. The proposal was outlined last month at 
the initial meeting of the Kentucky legislative 
council created by the 1936 general assembly. 
The council is composed of five senators, 
five representatives, five elective state officials, 
the president of the senate, the speaker of the 
house and the governor. 


* 
Michigan 


Seeks Lower Rates 


A FIGHT for lower gas and electric rates was 
inaugurated last month by the Saginaw 
city council. The council’s franchise commit- 
tee was ordered to study the possibility of 
building municipal utility plants at the same 
time that the council advised the Consumers 
Power Company of its desire for simpler and 
lower gas and electric rates, effective imme- 
diately, 

The council also asked that an effort be 
made to obtain an adequate and assured supply 
of natural gas for the city. 


Hold Natural Gas Parley 


AX the initial meeting of the members of the 
natural gas committee of the United 
States Conference of Mayors, held last month 


in Detroit, it was decided that vigorous prose- 
cution of natural gas corporations believed to 
be violating anti-trust laws should be the first 
step in the program to obtain adequate sup- 
plies of natural gas for Midwestern cities at 
reasonable rates. 

Other objectives of the committee were said 
to be natural gas conservation through Fed- 
eral encouragement of pipe-line construction 
to serve Midwest cities, and legislation by con- 
gress to regulate the interstate transportation 
of natural gas and to establish “reasonable 
and competitive” prices for the fuel at city 


gates. 

John W. Smith, president of the Detroit city 
council, and chairman of the committee, touch- 
ing on Detroit’s problem, said plans must be 
made soon to bring additional natural gas to 
Detroit from the fields of Michigan, West 
Virginia, Kentucky, Kansas, or Texas. The 
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natural gas now being supplied the city is 
being piped from fields in the Panhandle of 
Texas and in southwestern Kansas. 


Power Company Enjoined 


O* petition of the city of Allegan, Circuit 
Judge Fred ‘T. Miles on December 23rd 
issued a temporary injunction restraining the 


Consumers’ Power Company from erecting 
poles or stringing wires in the city to transmit 
current to rural sections. 

The city’s petition charged employees of the 
utility company have made statements to hin- 
der the sale of current from Allegan’s munici- 
pal plant, and that the company was offering 
reductions in rates in violation of the state 
public utilities commission schedules. 


New Jersey 


Announces Rate Cut 


HE state public utilities commission recent- 

ly announced that the Public Service Elec- 
tric & Gas Company had reduced its electric 
rates $1,503,400, effective after January Ist. 
A reduction of $5,176,566 in the company’s 
rates became effective June 1, 1935, on order 
of the commission after a long inquiry. 

The latest reduction was agreed upon after 
negotiations between the commissioners and 
company officials. The new schedule provides 
for a $491,100 saving to residential consumers, 
while commercial and general consumers re- 
ceived an $852,400 reduction. Street lighting 
charges were reduced $159,900. 


New 
Files Rate Cut 


T= electric companies of the Consolidated 
Edison System have filed new rates, ef- 
fective February 1st, which will save $4,700,- 
000 annually for consumers using current for 
commercial, manufacturing, wholesale, and 
charitable purposes, the state public service 
commission announced on January Ist. 

‘The new rates were said to be part of the 
general rate reduction program recently an- 
nounced by the Consolidated, which is ex- 
pected to save consumers about $7,000,000 a 
year. The program was approved by the com- 
mission at the time it permitted several electric 
companies to merge with the Consolidated. 

As part of the reduction program the Con- 


President Harry Bacharach pointed out that 
the state board’s staff had made a continuous 
study of the effect of the preceding rate reduc- 
tion upon the return to the company and that 
it was as a result of these studies that nego- 
tiations were begun to effect a still further 
reduction. 

Thomas N. McCarter, president of the Pub- 
lic Service Company, commenting on the re- 
duction, stated that the company had acceded 
to the reduction “to make unnecessary a for- 
mal rate proceeding that would be lengthy and 
costly to the state and to the company, and to 
further the policy of the state, now manifested 
by statutes, to substitute negotiation for for- 
mal rate proceedings wherever possible.” 


York 


solidated began on January Ist to charge resi- 
dential consumers a monthly minimum of 90 
cents for ten kilowatt hours instead of the 
$1 charge formerly in force. It was expected 
that this cut would affect about 1,753,000 cus- 
tomers. The commission announced that at 
least 99 per cent of the customers served un- 
der the commercial, manufacturing, wholesale, 
and charitable classifications would pay small- 
er bills under the new rates, while no customer 
would pay more than under the previous rate. 

The new commercial rate, it was said, would 
save users about $1,500,500 annually, while 
wholesale users would save $2,484,000, and 
manufacturers $620,000. The gain for hos- 
pitals and charitable institutions was estimated 
at $80,500. 


Ohio 


Grant Held Intact 


CCORDING to word received from Washing- 
ton last month, an allotment of $320,000 

as the Federal government’s PWA grant to 
the city of Columbus for the $1,000,000 ex- 
tension of the municipal light plant will be 
preserved intact until settlement of pending 


litigation in the United States Supreme Court. 

The project was voted by the city electorate 
three years ago as part of the $10,000,000 pub- 
lic works program, the municipality issuing 
bonds for 50 per cent of the cost while the 
government provided 30 per cent cash grants 
for the remainder of the cost. 

The decision of the U. S. Supreme Court 
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sending the Duke Power Company case back 
to a lower court for a retrial was said to au- 
tomatically hold up the final decision for or 
against the Columbus light plant project in- 
definitely, since the question of government 
aid for municipal power plants is the same in 
both instances. 


Grants Rate Case Review 


HE U. S. Supreme Court on December 
14th decided to take jurisdiction in the 
appeal of the Ohio Bell Telephone Company 
from an Ohio court decision upholding orders 
of the state public utilities commission fixing 
telephone rates of the company, znnual valua- 
tions for rate purposes, depreciation, and other 
findings which resulted in the ordering of a 
refund of $11,832,264 with interest, produced 
by rates collected under bond. 
The telephone company challenged valua- 
tion figures on intrastate properties, which 


ranged from $101,767,774 for 1926 to a figure 
of $126,250,206 in 1933. The valuations were 
fixed by the application of a price trend per- 
centage to total value for the property for 
the preceding year, plus net additions. The 
company claimed the percentage tabulations 
were kept secret from it. 

The commission fixed as reasonable rates 
of return: 7 per cent for 1925 to 1929, inclu- 
sive; 6% per cent for 1930 and 1931, and 
54 per cent for 1932 and 1933. It determined 
the company had realized net earnings in ex- 
cess of fair and reasonable return in each of 
these years. 

In fixing depreciation, the company con- 
tended the commission allowed $8,067,266 less 
than its net loss on account of plant retirement 
for the years 1925 to 1933, inclusive. The com- 
mission also disallowed $2,800,000 in payments 
made between 1925 and 1932 to the American 
Telephone and Telegraph Company for license 
and contract services. 


Oklahoma 


Ask Rate Delay 


T= state corporation commission recently 
was asked to reconsider its action in or- 
dering reduced telephone rates for Oklahoma 
City and Tulsa until an investigation of the 
entire state telephone set-up has been made. 
Three officials of the Southwestern Bell Tele- 
phone Company in a conference with Reford 
Bond, chairman of the commission, declared 
that it was unfair to the company for the com- 
mission to investigate individual exchanges 
before making a statewide survey. 

The commission sometime ago ordered a 


$60,000 reduction in Tulsa rates and a $120,- 
000 cut in Oklahoma City, which will not go 
into effect until the commission’s action has 
been reviewed by the state supreme court. 

The company contended that in many state 
cities it was running in the red and continued 
to operate only because of profits of other ex- 
changes. Commissioner Bond indicated that 
the company’s request for a statewide survey 
would be denied because it would take more 
than three years and probably would cost be- 
tween $300,000 and $400,000. The commission 
is only allowed $50,000 a year for all of its 
investigations. 


Pennsylvania 


The new rate reduction and the interstate 
long-distance toll rate reduction, recently an- 
nounced, were said to make savings of ap- 
proximately $2,800,000 on an annual basis to 
Pennsylvania Bell telephone users. 


Local Service Rates Cut 


Ae of Bell telephone residential 
rates for local service in the state, 
amounting to approximately $1,800,000 a year, 
was recently announced by the state public 
service commission. The reduced rates are to 
be applied on all bills rendered on and after 
February Ist, according to the company. 

Reduction was made following the request 
of the commission that representatives of the 
company appear before it to consider the pos- 
sibility of a rate reduction. The commission 
presented the proposal, which the company 
acted upon, that the company estimate as close- 
ly as possible its 1937 revenue expectations, 
gross and net, and that it submit to the com- 
mission a figure by which those revenues could 
be reduced early in the year. 


Joint Committee Disbands 


Te state joint committee on rural electri- 
fication, charged by Governor Earle with 
having been in the control of the electric utili- 
ties, on December 22nd held its final meeting 
at Hershey and wound up its work, covering a 
decade. As a result of the attitude of the gov- 
ernor, the state public service commission re- 
cently announced that its contact member, 
Herman Goldberg, had been withdrawn from 
negotiations of the committee. 

‘The group was formed in 1927 representing 
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various farm organizations and the utilities. 
Prior to that time there were 19,600 farms in 
the state with city service. At present there 
are 12,710 miles of rural lines, serving 129,800 
rural customers, an aggregate of nearly 54,000 
farms now receiving electric service. 

The committee said the utilities have spent 
$23,830,000 since 1927 to build the pole lines, 
expending $3,692,000 in 1936 alone to build 
2,600 miles to provide service for 15,600 new 
customers, of which 6,170 were farms. 

In the future the Pennsylvania State Council 
of Agricultural Associations and the Pennsyl- 
vania Electric Association through their elec- 
trification committees will continue the work. 


Asks Delay on Natural Gas 


OVERNOR Earle stepped into the contro- 
versy of piping West Virginia and Ken- 
tucky natural gas to Harrisburg and eastern 
Pennsylvania sectors last month when he asked 
the state public service commission to grant 
no more natural gas franchise rights until a 


report is obtained from a fact finding commit- 
tee of assemblymen which he will ask the next 
legislature to name to look into the hard coal 
field conditions. More than a dozen protests 
against the proposed natural gas extensions 
have been filed with the commission from 
groups in the hard coal sectors. 

The governor’s action closely followed the 
filing by the Pennsylvania Gas Transmission 
Company, of Pittsburgh, of an application for 
a charter and franchise rights to pipe gas to 
Harrisburg from existing pipe lines terminat- 
ing in Columbia, Lancaster county, and for 
permission to buy the transmission lines of the 
National Transit Company and of the Manu- 
facturers Light and Heat Company. 

However, the state commission already had 
announced that it had stayed natural gas in- 
stallations and tariffs proposing reduced gas 
rates, for 150 days or from July Ist to De- 
cember 1, 1937, that being the maximum period 
which the commission under present laws can 
suspend a proposed tariff change without 
hearing. 


Rhode Island 


Proposes Uniform Rules 


REDERICK A. YOUNG, chief of the state divi- 

sion of public utilities, in a radio address 
last month declared that cities and towns 
should be allowed to own and operate public 
utilities, but subject to the same state laws and 
regulations under which privately owned util- 
ity corporations do business. He said any 
other arrangement would not be fair and 
would not provide a real yardstick by which 
to measure intelligently and fairly the elements 
of value of a publicly owned utility plant as 
against the privately owned utility company. 
Commissioner Young’s statement dealt prin- 
cipally with the statewide electric utility sur- 
vey he expects to make with the $250,000 
given him by the general assembly on De- 
cember 8th. 

Of equal interest was his belief that the gen- 


eral assembly rather than the division of pub- 
lic utilities should determine and fix by statute 
the basic rates, standards of valuation, and fair 
rate of return to investors. The general as- 
sembly, he said, also should require utility 
companies to share profits with all their em- 
ployees, “those individuals who actually con- 
duct and carry on the operations as well as the 
officers of the company.” 

Commissioner Young discussed the prob- 
lems involved in working out a method of ap- 
praisal of electric companies in Rhode Island 
and in arriving at a determination of the fair 
return which should be allowed on the valua- 
tion or investment. He declared that the pow- 
ers vested in the division of public utilities 
are so general and in some cases vague that 
legislative action is necessary, not only to 
make the survey effective, but to set basic 
principles for the survey. 


South Carolina 


Seek Lower Rural Rates 


mrectors of the South Carolina Rural 
Electrification Authority on December 
15th authorized Comptroller General A. J. 
Beattie, secretary of the authority, to confer 
with the state public service commission in an 
effort to secure lower wholesale power rates 
in the territory served by the Carolina Power 
and Light Company. 
Mr. Beattie said that so far the company had 


not granted the authority as advantageous 
rates as had the other major utilities operating 
in the state. He said that until these lower 
rates were secured, the authority would not 
be able to make progress in the Pee Dee sec- 
tion. 

He stated that the authority had some rural 
lines in the eastern part of the state but had 
not energized them for the reason that the 
desired rates had not been obtained from the 
Carolina Power and Light Company. 
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Power Rates Cut 


LECTRIC power rate reductions by the Caro- 
E lina Light and Power Company, affecting 
users in thirteen South Carolina counties were 
announced December 18th by the state public 
service commission. Savings to users in these 
counties for the year 1937 were placed at $180,- 
000. The counties served by the company are 
Chesterfield, Marlboro, Dillon, Darlington, 
Kershaw, Sumter, Lee, Florence, Marion, 
Clarendon, Williamsburg, and small parts of 
Georgetown and Horry. 


The new rates, effective on all bills rendered 
January 26, 1937, and thereafter, are as fol- 
lows: five cents for the first 50 kilowatt hours ; 
three cents for the next 50 kilowatt hours; 
two cents for the next 150 kilowatt hours, and 
one and a half cents for all in excess of 250. 

The minimum rates remained unchanged, 
but the company’s new rates for residential 
service replaced the old immediate and induce- 
ment rate. The inducement rate was said to 
have served its purpose. The saving of $180,- 
000 was divided as follows: residential, $94,- 
000; commercial, $56,000, and power, $30,000. 


Tennessee 


TVA Decision Appealed 


HE Tennessee Valley Authority filed in 

Federal district court at Knoxville last 
month its appeal from the injunction issued 
recently by Judge John J. Gore of the middle 
Tennessee district. The appeal was to be 
taken to the United States circuit court of ap- 
peals at Cincinnati as soon as attorneys for 
the power companies agreed on the elimina- 
tion of some of the affidavits which TVA at- 
torneys consider cumulative. The court at Cin- 
cinnati will set a date for a hearing of the 
case which will include not only appeal from 
the injunction but also from Judge Gore’s rul- 
ings against the authority on jurisdiction and 
merit. 

Under the statute, an appeal from a pre- 
liminary injunction is given preference. It 
was believed that the TVA appeal would be 
given an early hearing, probably in February 
or possibly January. 


Announces Rate Probe 


HE state railroad and public utilities com- 
mission announced late last month that it 
would undertake immediately a statewide in- 
vestigation of telephone rates and charges. 


Leon Jourolmon, Jr., of Knoxville, newly 
elected member of the commission, said he 
would insist that the telephone companies 
either eliminate all extra charges for the 
French or handset telephone, or fix a minimum 
to be paid by subscribers. The commission, he 
said, also will investigate local telephone rates 
and intrastate telephone rates, and make use 
of facts gathered by the Federal Communica- 
tions Commission. 

A statewide reduction in telephone rates 
was effected on February 1, 1935, as a result 
of a conference between telephone company 
officials and mayors of principal Tennessee 
cities. 


To Vote on Bond Issue 


A SPECIAL election will be held at Jackson 
on March 4th on a proposed issuance of 
electric revenue bonds of not more than $364,- 
000 for construction of an electric power dis- 
tribution system to connect with TVA. The 
proposal was said to represent revision of the 
plan approved in 1933 to issue $750,000 to 
build a generating plant and distribution sys- 


tem. 
A PWA allotment of $663,500 is under tem- 
porary injunction. 


Virginia 


REA Bill Passed 


A™= empowering the state corporation 
commission to allot rural territories to 
electric coéperatives and other utilities was 
passed last month by the general assembly. 
The measure would enable the state to assume 
certain specific areas of service to utilities, 
and was designed primarily to protect codp- 
eratives financed by the Federal Rural Electri- 
fication Administration from unfair encroach- 
ments by private utilities. Under the bill the 
commission would be required to issue certifi- 


cates to utilities desiring to make rural exten- 
sions. 

Commissioner H. Lester Hooker objected 
to an amendment proposed by Delegate Leon 
Bazille which would empower the commission 
to force a coéperative rural utility to furnish 
service, saying such a clause would make the 
bill unconstitutional. Commissioner Hooker 
stated : 

“Tt would be impossible for the Federal gov- 
ernment to furnish enough money to supply 
with electricity every person who wants it. 
Under present law, the state has no authority 
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to allot fixed territory to a codperative. A co- 
6perative now can go to all kinds of trouble 
and expense only to have a private company 
come in and destroy its investment by taking 
the cream of the territory. The new law 
would correct this situation and would mean, 
we believe, a much more rapid development 
of rural electrification, and much Federal ex- 
penditure.” 

Mr. Bazille at a senate committee hearing 


said the commission’s bill was defective. He 
argued that the law may handicap the con- 
struction program because it requires every- 
one to get a permit from the commission be- 
fore it can build a mile of line. He said that 
there should be no objection to a provision 
requiring compulsory service when the con- 
sumer would have to pay the cost of the ex- 
tension. Commissioner Hooker said the law 
would apply only to utilities, not to individuals. 


West Virginia 


Orders Uniform Regulations 


T= state public service commission on De- 
cember 12th ordered a uniform set of 
regulations governing rural electrification by 
utilities. The rules, effective January 15th, 
affect approximately 18,000 customers and 
regulate the utilities’ 3,000 miles of rural 
lines. Heretofore, each major utility has had 
its own rules governing that class of service. 

Customers on the lines must guarantee to 
the utility payment equal to 14 per cent of the 
total construction cost of the line extension, 
new customers must assume the same guaran- 
ty. The commission ordered that the guaranty 


on the individual line extension be adjusted 
downward at least once each year to take into 
consideration changes in the number of cus- 
tomers. 

The commission directed that the utilities 
eliminate the guaranty if the revenue exceeds 
one-third of the cost of constructing the line 
extension and that it shall be reduced by be- 
tween 10 and 15 per cent at the beginning of 
the second year if the revenue exceeds the 
guaranty. Other provisions direct that the 
contracts for the line extensions shall not ex- 
ceed four years, and that after the initial 
period, the contract shall be renewed each 12 
months. 


Wisconsin 


Fights Commission Order 


TS Wisconsin Power and Light Company 
last month applied to the state public ser- 
vice commission for rehearing on the com- 
mission’s order of December 3rd denying the 
company authority to extend its farm elec- 
tric lines north of Richland Center nine 
miles to Gillingham to serve 23 persons who 
signed contracts for service, declaring that 
the state commission had no right to take 
electric facilities of a codperative into con- 
sideration in deciding whether to authorize 
a public utility to extend its lines into an area. 

The commission’s denial was based prin- 
cipally upon the presence of codperative poles 
in the area proposed to be served by the com- 
pany. The Richland codperative is construct- 
ing electric lines with REA loans. 

The application said the codperative was 
not a public utility because it “does not hold 
itself out to furnish public utility service to 
anyone but only such service as within its 
wisdom and within its ability it sees fit to 
furnish.” The application further contended 
that the provision of the law which provides 
that the commission may refuse authority to 
make an extension, where among other things, 
it appears that such extension may provide 
facilities unreasonably in excess of the prob- 


able future requirements, refers to public 
utility facilities and has no reference to facili- 
ties which are not utility facilities and over 
which the commission has no jurisdiction. 


Takes Over Light Plant 


T HE village of Brooklyn took possession of 
its electric plant on December 11th at a 
price of $10,644 on receipt by the village clerk 
of a state public service commission certifi- 
cate declaring Brooklyn had complied with all 
requirements of the commission’s price-fixing 
order. The order fixed the price to be paid 
the Wisconsin Power and Light Company and 
described the terms of transfer. Receipt of 
the certificate of compliance made transfer 
effective, the commission announced. 

Under the terms of the order, $10,644 was to 
be turned over to Dane county circuit court 
by the village. Transfer at this price was said 
to represent a victory by the commission over 
the utility company in a test case. The util- 
ity company, fighting the commission’s price 
in the courts, had held that since the Brooklyn 
plant was a unit in a “system utility,” severance 
of that plant from the rest of the system 
caused damages that should be added to the 
price iy by the village. The company 
claimed damages amounting to $56, 
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Commission-made Rates Not Involved in Injunction Suit against 
Subsequent Rate Order 


T= California commission, in ap- 
plying for a rehearing, after a Fed- 
eral court had enjoined enforcement of 
a commission order fixing natural gas 
rates, contended that before a decree en- 
joining the enforcement of its void order 
can be appropriately entered the court 
must determine whether or not pre- 
vious rates fixed by the commission are 
reasonable or just, and that it can inter- 
fere with the subsequent invalid order 
only if it finds that the rates previously 
fixed by the commission are not exces- 
sive. The court, in denying a rehearing, 
rejected this contention. Circuit Judge 
Wilbur declared : 

The Federal courts cannot under the Con- 
stitution disturb a rate fixed by state author- 
ity in accordance with the requirements of 
due process because of a claim that not- 


withstanding the determination of the rate- 
making body of the state that the rates are 


reasonable and just, the rates are in fact 
unreasonable and unjust. Such power would 
in last analysis transfer the rate-making 
power to the Federal courts, and would de- 
prive the state and its rate-making com- 
missions of all real authority over rates. 
Such a result has been aidasuie. repeatedly, 
and consistently repudiated by the Federal 
courts, and particulary by the Supreme 
Court. 

The petitioners herein are charged with 
the duty and clothed with the power of the 
state to fix rates, and should be the last to 
petition a Federal court to set aside as ex- 
cessive and void its own determination that 
its rates are just and reasonable (Note No. 
2). Nor does it substantially alter the situ- 
ation that rates reasonable when fixed may 
become unreasonable or excessive by reason 
of changed conditions. The remedy of those 
served by a public utility against excessive 
or extortionate rates lies with the railroad 
commission and not with the courts. 


Pacific Gas & Electric Co. v. Railroad 
Commission of California. 


Decree against I]linois Commission’s Gas Rate Order Reversed 


HE appellate court of Illinois, first 

district, reversed a decree of the 
circuit court of Cook county which oper- 
ated to restrain enforcement of a com- 
mission order disapproving, pending 
final investigation, higher natural gas 
rates filed by the Peoples Gas Light & 
Coke Company. Reversal was based 
upon the ground that the court should 
not interfere during a commission rate 
investigation unless the case presents 
clearly and beyond doubt a flagrant case 
of confiscation. Such a conclusion, it 
was said, should not be arrived at from 
the balancing of conflicting affidavits. 
The court also said: 


* * * since no contention is made that the 
commissioners were unreasonably delaying 


the hearing, and also bearing in mind that 
public officials are presumed to perform their 
duties expeditiously, we think the chancellor 
was in error in entering the decree for a 
temporary injunction. 


The court disposed of attacks by the 
commission on the jurisdiction of the 
lower court. The commissioners con- 
tended that the circuit court had no 
jurisdiction because the company had an 
adequate remedy at law. They also as- 
serted that a decree could not be entered 
without findings of fact or conclusions 
of law. 

The decree, it was admitted, was not 
in accordance with the rule announced 
by the United States Supreme Court in 
Public Service Commission of Wiscon- 
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sin v. Wisconsin Telephone Co. 289 
U. S. 67, where it was held that findings 
were necessary, but it was pointed out 
that the Illinois law did not require that 
there be findings of fact and conclusions 
of law in the decree. The court said in 
connection with the question of the ex- 
istence of an adequate remedy at law: 
Obviously, no rule of law—no formula— 
can be stated that will apply to every case 
in determining whether one has an adequate 


remedy at law. It would be futile to attempt 
to formulate such a rule. Each case must be 


GrouP of dealers in radio and elec- 

tric appliances in New York city 
recently complained to the commission 
against the codperative merchandising 
plan of the New York Edison Company, 
Inc. The commission ruled that its 
powers extended only to accounting for 
merchandising transactions and the mat- 
ter of seeing that any loss incurred in 
such a campaign, or in the sale of appli- 
ances, should not be charged, or the 
profit arising therefrom credited, to the 
operating expenses or revenues so that 
such transactions would affect the cost 
of service. 

The complainants’ position was that 
the methods and practices of the com- 
pany were unfair and unjust and vio- 
lated the provisions of the Federal Rob- 
inson-Patman Law and the Federal 
Trade Commission Act, dealing with 
unfair competition and price discrimi- 
nation, and the Donnelly Act in the state 
of New York relating to monopolies. 
The complainants contended that the 


e 


decided on the particular facts involved, 
While general pronouncements in opinions 
and statutes may be helpful in reaching a 
correct decision, they cannot be universally 
applied. So, in the instant case, although 
the Public Utilities Act points out a method 
to be followed where one is dissatisfied with 
the orders of the commission, yet this 
method is not exclusive where to follow the 
provisions of the act would result in irre- 

rable damage. In such cases, resort may 
be had to courts of equity. 


The Peoples Gas Light & Coke Co. v. 
Slattery et al. 


e 


Commission Refuses to Interfere with Cooperative Merchandising 


commission had power to prohibit such 
methods and practices under a statutory 
provision relating to commission author- 
ity over acts violating “any provision of 
law.” Commissioner Van Namee, speak- 
ing for the commission, said: 


The prohibition of acts or regulations of 
the corporation which are unjust, unreason- 
able, unjustly discriminatory, or unduly 
preferential, or in any wise a violation of any 
provision of law, applies specifically to the 
provisions of the Public Service Law and 
not to the violations of the provisions of 
other statutes, either state or national, the 
enforcement of which are given by law to 
other departments or bodies. 

The “provisions of law” are obviously 
only those which the Public Service Law or 
other laws over which the commission has 
been given specific jurisdiction contained. 
The section would have been very differ- 
ently framed if by “any provision of law,” 
all the provisions of the statute or common 
law were meant, and the commission was to 
be a general agency for the prosecution 
generally of violations. 


Groggins v. New York Edison Co., Inc. 
(Case No. 9021). 


Wisconsin Commission Modifies and Affirms Orders Relating to 
Service to Cooperatives 


ne objectives made by the 
Wisconsin Gas & Electric Com- 
pany to orders of the Wisconsin com- 
mission requiring the filing of rates for 
service to rural electric codperative as- 


sociations were overruled on rehearing, 
although some minor modifications were 
made in the order. 

The assertion was made on rehearing 
that the order was a direct inducement 
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to chaotic conditions in the electric in- 
dusty in that it required the company to 
furnish electrical energy to cooperatives 
located outside of the territory which 
the company had assumed to serve and 
in territory which other utilities had as- 
sumed to serve, and similar orders had 
been directed towards other utilities, in 
consequence of which so-called rural co- 
dperatives brought utilities into competi- 
tion and made all territory occupied by 
codperatives competitive territory for 
all utilities to whose lines the coopera- 
tives might choose to build for the pur- 
pose of securing a supply of energy. In 
answer the commission said : 


If a chaotic situation has arisen respect- 
ing the matter of competitive power sources 
for rural codperatives it is the inevitable re- 
sult of a service situation where a customer 
is situated so as to command a service con- 
nection from two or more sources, and not 
by virtue of an order setting rates for ser- 
vice. The necessity for voluntary territorial 
agreements arose because utilities apparently 
were willing to assume the rendering of ser- 
vice to any customer, anywhere within rea- 
sonable transmission distance regardless of 
proximity to other competitive utilities. 
Such territorial agreements resulted from 
negotiation between utilities which pre- 
sumably had assumed to serve territory not 
— defined as belonging to one or the 
other. 

We do not believe that such territorial 
agreements can be involved to refuse ser- 
vice to an applicant who proposes to connect 
within the company’s admitted territory. 
The company’s obligations end when it de- 
livers the energy. The company takes a 
similar position when it sells to another com- 
pany for resale in the other company’s ser- 
vice area, and when it sells to a municipally 
owned distribution system. If the company 
means to assert that this will require addi- 


tional transmission plant capacity beyond 
what is necessary to serve within its own 
territory, in our opinion this is not a valid 
reason for refusing to serve. 


In answer to a contention that the ob- 
ligation of the utility to furnish service 
is reciprocal to the right of the utility to 
furnish service to the exclusion of all 
other utilities, and where the right so to 
furnish does not exist, the obligation to 
serve does not arise, the commission re- 
plied that the legislative policy of requir- 
ing findings as to public convenience and 
necessity before service could be ren- 
dered by a second utility did not create 
monopoly rights to unserved rural 
areas, nor did it authorize the utility to 
refuse to serve except under conditions 
of absolutely no competition and ex- 
clusive monopoly. 

With respect to a contention that the 
fixation of a rate for service to codpera- 
tives is unlawful and unreasonable, un- 
less a standard rate and conditions of 
service be fixed for all utilities compet- 
ing for the business and applicable to 
all of them alike, the commission said 
that this objection was unsound, add- 


ing: 


If such objection were valid, it might be 
argued also that the commission was be- 
stowing industrial patronage upon a utility 
having a comparatively low industrial 
power rate when such factor induces an in- 
dustry to locate itself within the territory 
served by such utility in preference to a lo- 
cality where power rates are higher. 


Wisconsin State Rural Electrification 
Coérdination Committee v. Wisconsin 
Gas & Electric Co. (2-U-990). 


Holding Company Permitted to Guarantee Obligations of 
Subsidiary 


és HE United Gas Improvement Com 
pany was authorized by the Penn- 
sylvania Commission to guarantee the 
payment of principal aid interest of se- 
curities issued by several public service 
companies. The purpose of this move 
was to transfer the guarantor’s obliga- 
tion from the American Gas Company, 


a New Jersey subsidiary of the United 
Gas Improvement Company, to the par- 
ent company. Both of these companies, 
the commission said, were not furnish- 
ing public utility service directly, but 
their business was in large part confined 
to the ownership of stocks of other com- 
panies. Dissolution of the American 
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Gas Company was planned. The com- 
mission said: 


Aside from the fact that the question of 
our jurisdiction in the premises is a close 
one, we might add that none of the policies 
thus far established by us for the regula- 
tion of security issues is applicable in this 
case. We have pointed out the necessity of 
conserving the credit of public service com- 
panies, in order that the financing of 
property used in rendering service may be 
facilitated and to that end we have refused 
to permit operating companies to lend their 
credit to projects not in reasonably close 
relationship to their own business. We have 
also refused to permit a guaranty of one 


company’s securities by another, upon a 
failure to show that such guaranty was 
necessary for the establishment or mainten- 
ance of the credit of the issuer. But neither 
of these problems now confronts us. 

The petitioner, as owner of all of the 
stock of the American Gas Company, is 
already indirectly liable because any loss to 
that company is petitioner’s loss, just as any 

rofits made by that company ultimately 

ecome the profits of petitioner. In conse- 
quence, the real effect of the transaction is 
to change a contingent liability from an in- 
direct to a direct one. 


Re United Gas Improvement Co. (Se- 
curities Dockets Nos. 191 to 196). 


e 


Adjuncts of Water-Power Project Included in Rate Base 


HE Arizona commission, in ap- 

proving lower rates for the Ari- 
zona Power Company, made its findings 
as to rate base largely in accordance 
with its engineers’ figures. Concerning 
certain property used in connection with 
the hydroelectric plant the commission 
said, however: 


We will modify our engineers’ findings 
with respect to another group of items, com- 
prised of certain tunnels, dams, and other 
improvements required for the conduct of 
the water from its point of diversion to 
where it is utilized at the power plants; 
together with a system of roads, trails, and 
bridges required for the operation of the 
property and for the estimated cost of secur- 
ing transmission line and rights of way, con- 
cerning all of which it would appear that 


e 


the commission’s engineers omitted the 
items in whole or in part. 


Water rights were included in the rate 
base where the rights represented an 
ownership in fee simple of the waters 
of a creek, acquired many years ago be- 
fore the passage of the various laws 
which now tend to restrict proprietor- 
ship in such rights. The commission 
said that there was no gainsaying the 
substantial value to the utility company 
from the possession of such a right, 
either from its present use as a principal 
power source or as an actual asset which 
would likely find a ready sale. Re Ari- 
zona Power Co. (Docket No. 6424-E- 
516, Decision No. 8641). 


Wrong Classification Results in Discrimination Calling for Refund 


S OMETIME ago a physiotherapist com- 
plained to the Pennsylvania com- 
mission that she was denied service at 
her office, located at home, at residence 
telephone rates, while physicians and 
others in a similar situation were 
granted residence rates. The complaint 


was sustained by the commission [12 
P.U.R. (N.S.) 212]. The commission 
has now determined that reparation is 
due to the complainant. 

The company, following the earlier 
decision, modified its tariff to include 


physiotherapists among those entitled to 
residential rates along with physicians, 
surgeons, nurses, dentists, and the like. 
In the more recent case the company ar- 
gued that the charges had been made 
prior to the modification and were in 
accordance with its tariff provision; 
that the charges were not excessive or 
unreasonable; and that, since no one 
with whom the physiotherapist was in 
competition was charged a lower rate, 
no unjust discrimination against her 
could be possible under the law, and 
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consequently no legal injury for which 
compensation was payable could have 
been incurred. 

The commission said that a public ser- 
vice company may classify those whom 
it serves and fix different rates for each 
class of service, but it must not classify 
its consumers or patrons arbitrarily and 
unreasonably where the conditions are 
alike and the circumstances similar. It 
was held that unjust discrimination or 
undue preference resulted from allow- 
ing one person to have what the com- 
pany denied to another under substan- 
tially the same circumstances and con- 
ditions, and therefore the tariff classi- 
fication which refused residence rates to 
physiotherapists maintaining residence 
offices was unjustly discriminatory and 
unduly preferential. The commission 
continued : 


When a public service company makes 
such a classification which is arbitrary and 


thus unjustly discriminatory and unduly 
preferential, it has in effect made charges in 
excess of proper, reasonable and legal rates, 
and the consumer has accordingly paid un- 
just, excessive, and unlawful charges which 
the company should refund. 

The reasonableness of the rate, as a rate 
for either residential or business service, 
was not involved. * * * 

Respondent contends that it should not be 
required to make refund because the charges 
collected were those prescribed by the tariff 
on file over a long period of time. The error 
of this contention lies in the fact that the 
tariffs on file since their inception were un- 
justly discriminatory and unduly preferen- 
tial as applied to petitioner. The mere fact 
that a discrimination forbidden by the Pub- 
lic Service Company Law has been long 
continued, and that the machinery for mak- 
ing it is in tariff form, cannot clothe the 
public service company with immunity so as 
to prevent a recovery through reparation 
proceedings. 


White v. Bell Telephone Co. of 
Pennsylvania (Complaint Docket No. 
11224). 


Motor Carrier Rate Must Be Related to Service Cost 


LB fyerrconset between interstate and 
intrastate motor carrier rates, al- 
though undoubtedly desirable, must 
yield to the necessity for a rate structure 
designed to enable each carrier to enjoy 
its fair share of the traffic and earn a 
reasonable return on its investment, ac- 
cording to a ruling by the California 
commission. 

This opinion was rendered in a case 
involving minimum rates, rules, and 
regulations for transportation by a truck 
owners’ association. Proposed rates 
were modified so that they would more 
nearly reflect costs and give considera- 
tion to other rate-making factors, ob- 


serving as maxima the competitive com- 
mon carrier rates. The commission said : 


The intrastate common carrier rates can- 
not be accepted as a proper measure in fix- 
ing minimum rates for highway carriers 
on the traffic here involved, due to differ- 
ences in territorial groupings in common 
carrier tariffs, the maintenance by common 
carriers of graded minimum weights for less 
than truck-load shipments and of lower 
rates on canned fruits and vegetables than 
on other canned goods, and to the fact that 
the truck-load rates include the accessorial 
services of loading and unloading. 


Re The Truck Owners Association (De- 
cision No. 29252, Application No. 20745, 
Case Nos. 4088, 4145). 


Rule Fixing Heating Value of Gas Does Not Constitute Rate 
Increase 


VW 7 HERE existing rules of a natural 
gas utility specified merely “nat- 
ural gas” without limitation as to heat- 


ing value, a superseding rule specify- 


ing natural gas having a monthly aver- 
age heating value of from 900 to 1,200 
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B.T.U.’s per cubic foot, was held not to 
constitute a rate increase, it appearing 
that natural gas served averaged well 
above 1,150 B.T.U.’s per cubic foot. The 
commission held that the limitation as 
to heating value increased rather than 
decreased the minimum allowable heat- 
ing value, and since there was no rate 
increase, no showing or finding was 
necessary to make the rules effective. 
Although the rules filed by the utility 
company were not in strict compliance 
with provisions of a commission general 
order, in that they did not specify the 
average total heating value of the nat- 
ural gas to be served together with the 
maximum fluctuation above or below 
such average which might be expected 
of the gas supplied in each district, di- 
vision, or community served, the com- 
mission said that there existed an entire 
lack of control by the utilities over the 
heating value of the natural gas deliv- 
ered to them by the gas producers and 
gasoline extraction companies from 


whom they purchased their supplies of 
gas. The commission added: 


And, further, that the heating value of 
said natural gas varies from time to time, 
depending upon the particular gas fields 
from which it is drawn and upon the 
operations of the producers and extraction 
companies in said fields; that a number of 
the recently discovered additional sources 
of natural gas contain dry gas of a lower 
heating value than that secured from Kettle- 
man Hills field; and that in view of these 
facts it is essential that there be allowed a 
certain leeway or tolerance in the formula- 
tion and interpretation of rules and orders 
governing the quality of natural gas served 
under said rules and orders. 

This commission has, in the past, and will 
continue in the future, to keep closely in 
touch with the quantity, heating value, and 
cost of the natural gas purchased by these 
utilities from their various sources of 
supply, to the end that no prejudice may re- 
sult to the consumers to whom the gas is 
served. 


Re Pacific Gas & Electric Co. et al. (De- 
cision No. 29264, Case No. 4124, Appli- 
cation No. 20455). 


Other Important Rulings 


HE West Virginia Commission 

promulgated uniform rules gov- 
erning rural electric extensions applica- 
ble to the several electric utilities en- 
gaged in rendering such service. The 
rules provided that customers served by 
each line extension should guarantee a 
monthly payment under applicable rates 
equal to 14 per cent of total construction 
costs of the extension. Re Uniform 
Rules, Regulations, and Practices for 
Rendering Rural Extension Service. 


A telephone company was permitted 
by the Wisconsin commission to file a 
rate for rural business telephone service, 
applicable to general stores in rural 
territory, $3 a year higher than existing 
rates, upon a showing that a large num- 
ber of nonsubscribers used the tele- 
phones at such stores, although the com- 


mission said that under ordinary cir- 
cumstances a separate classification at 
higher rates for rural business service 
does not appear warranted because of 
service difficulties likely to follow where 
several telephones are on the same line. 
Re Footville Telephone Co. (2-U-1053). 


The Wisconsin commission, in dis- 
missing an application for a connection 
to a spur track, declared that questions 
of title were beyond the jurisdiction of 
the commission, and that the commission 
had no authority to ascertain damages 
for part use of the track. Contentions 
had been advanced concerning the right 
of way under a deed. The commission 
said that where a spur track is con- 
structed, the commission may pass on 
reimbursement for a portion of the cost. 
Re Prescott Properties, Inc. (2-R-588). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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Re Burnett County Light & Power Company 


[2-U-1024.] 


Service, § 190 — Extensions — Customer contributions — Person to benefit — 


Occupant of premises. 


1. The most practical manner of treating the matter of refunds of customer 
contributions and eligibility to customer-financed rates is to consider that 
such rights and privileges go with the service location, unless a specific con- 
tractual provision states otherwise, p. 115. 


Service, § 190 — Extensions — Customer contributions — Person entitled to 


benefit — Special contract. 


2. The policy of considering rights and privileges attaching to customer 
contributions for extensions as going with the service location cannot be 
legally applied if the agreement between the original contributor and the 
company specifically provided that rights to refunds or to customer- 
financed rate schedules remained with the original contributor, since in 
such cases these agreements represent contracts binding on the parties, p. 


116. 


[November 27, 1936.] 


a on motion of Commission of the failure of an 

electric utility company to comply with filed rural rates and 

rules relating to the persons to benefit from customer con- 

tributions for extensions; determination made as to rights of 
company and respective customers. 


By the Commission: Under date 
of October 14, 1930, the Commission 
issued orders in cases U-3959 and 
U-3995 (P.U.R.1931A, 286) which 
established revised rural rates and 
tules for a number of companies then 
operating as units of the Federal Pub- 
lic Service Corporation. Among 
those utilities involved in the prior 
proceeding was the Burnett County 
Light and Power Company, respond- 
ent in the present case. The question 
arises as to who is entitled to a cus- 
tomer-financed rate, the original con- 
tributor who has moved from the 
farm on which he originally contract- 


(8] 113 


ed for service, or the subsequent occu- 
pant of the premises. The aforemen- 
tioned order of the Commission spe- 
cifically provided that the right of op- 
tion between company-financed and 
customer-financed rates should “at- 
tach to the property of each existing 
customer and continue in favor of any 
subsequent purchaser of the prop- 
erty.” 

The facts developed by the Com- 
mission at the hearing in Grantsburg, 
September 28, 1936, and in corre- 
spondence with the complainants, 
Messrs. Richard Peterson and Elmer 
Martin, and the utility are summar- 
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ized below. In the year 1928 a num- 
ber of farmers located adjacent to the 
lines of the Burnett County Light and 
Power Company made application to 
the utility for service on the then ex- 
isting standard rural rate, hereinafter 
referred to as the RE-2 schedule. Mr. 
Richard Peterson was one of the orig- 
inal contributors to this line, known 
as the Freys extension, and according 
to the company’s testimony he con- 
tributed approximately $145 to obtain 
service. The RE-2 rate applicable at 
that time was: 


First 20 kw. hr. used per month, 11¢ gross, 
10¢ net per kw. hr. 

Over 20 kw. hr. used per month, 7¢ gross, 
6¢ net per kw. hr. 

Minimum Bill—$2.00 per month. 


The Commission’s order of Octo- 
ber 14, 1930, supra, provided for the 
adoption of a rural rate based on com- 
plete financing of the line by the com- 
pany. This rate is designated as the 
RE-3 schedule, on which all custom- 
ers connected subsequent to the effec- 
tive date of the order were to be 
billed, and which was to be optional 
with present customers provided they 
applied to the company for a refund 
of their original contribution within 
two years after the date of the order. 
The RE-3 schedule contains a month- 
ly transformer charge varying with 
the required transformer capacity, 
plus an energy charge of 7.6 cents net 
per kilowatt hour for the first 50 kilo- 
watt hours per month plus 3.325 
cents net per kilowatt hour for the en- 
ergy in excess of this amount. The 
lowest transformer charge (1.5 kv. a. 
capacity) is $3 per month where the 
customer density is four or more per 
mile. Because this rate schedule is 
based on full company investment in 
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the line, it is considerably higher than 
the RE-2 rate. 

On April 1, 1932, Mr. Peterson, 
without having exercised his option 
for a refund of his contribution, re- 
linquished his farm by turning it over 
to his creditor. He claims that it was 
his understanding that he retained 
his rights to his contribution. He 
moved to a new farm on the same ex- 
tension where the company continued 
to bill him on the RE-2 rate although, 
as stated previously, the Commission’s 
order had provided that the rights to 
this rate should go with ownership of 
the property. The period for exer- 
cising the option for a refund did not 
expire until October 14, 1932, and it 
appears reasonable to assume that had 
Mr. Peterson been of the understand- 
ing that he would lose the privilege 
of billing on the RE-2 rate, as pro- 
vided for in the Commission order, 
he would certainly have asked for a 
refund. In the absence of any evi- 
dence to the contrary, we conclude 
that there was at least an implied con- 
tractual agreement or understanding 
between the company and Mr. Peter- 
son to the effect that Mr. Peterson re- 
tained the privileges of the customer- 
financed rate even though he moved 
to a new location. 

Mr. Peterson’s original farm was 
subsequently taken over by a Mrs. 
Minnie C. Biorn, St. Paul, and rented 
to a Mr. Elmer Martin. When Mr. 
Martin applied for service he was ad- 
vised that billing would be on the 
RE-3 rate because Mr. Peterson was 
still taking service from the same ex- 
tension and, therefore, he retained his 
interest in the line and was thus enti- 
tled to the RE-2 rate (company letter 
of October 9, 1934). Mr. Martin 
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then withdrew his application for 
service until Mr. Peterson moved a 
second time, whereupon he petitioned 
the company again for the RE-2 rate. 
The company agreed to bill him on 
this schedule provided he could obtain 
from Mr. Peterson an assignment of 
whatever possible rights the latter 
might have. Here again there ap- 
pears to be evidence of ar. understand- 
ing between the customer and the 
company. When Mr. Peterson was 
approached relative to obtaining this 
assignment, he indicated that he was 
contemplating electric service at his 
new location, still on the Freys exten- 
sion, and expected that such service 
would be rendered on the RE-2 rate. 
The company is now billing him on 
this rate pending the Commission’s 
decision in this case. Although he is 


still desirous of obtaining service on 


the RE-2 rate, Mr. Martin has never 
been connected to the company’s lines. 
In order to definitely establish the 
party entitled to the RE-2 rate, the 
company appealed to the Commission 
for a formal investigation and deci- 
sion. 

[1] The Commission is of the opin- 
ion that the most practical manner of 
treating this matter of refunds of 
customer contributions and eligibility 
to customer-financed rates is to con- 
sider that such rights and privileges 
go with the service location unless a 
specific contractual provision states 
otherwise. This position is taken 
after considering the difficulties in- 
volved, some of which are recounted 
below. Where a company is required 
to make a refund to the original con- 
tributor, considerable difficulty is 
often experienced in locating the par- 
ty to whom the refund should be 
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made, especially when the original 
contributor has moved out of the util- 
ity’s territory. In many cases it is 
conceivable that the original contribu- 
tor if he moves from his farm will no 
longer be a customer of the company 
at his new location. If the right to a 
particular rate remains with this in- 
dividual the subsequent occupant of 
the premises is denied the advantages 
of a lower rate, and the company is 
allowed to charge a rate higher than 
is justified in view of the fact that 
they have little or no investment in 
the extension. 

The facilities necessary in a service 
connection are in the nature of fix- 
tures. A contributor ordinarily 
would not find it practicable when he 
moves away to pull up poles and roll 
up wire to which he has contributed. 
One way to avoid such difficulties 
would be to refund to contributors 
when they move away and require a 
contribution from newcomers on the 
line. This same result is achieved 
more conveniently for all concerned 
by treating the contributor’s rights as 
passing to the new owner or occupant 
when a change of tenure takes place. 

Such difficulties as these prompted 
the Commission many years ago to 
encourage a rural extension policy by 
which the utility financed the entire 
line (except for extraordinarily long 
extensions). The Commission’s or- 
der in 1930 was in furtherance of this 
policy. The Commission endeavored 
to encourage extending this policy to 
then existing customers by requiring 
refunds of contributions where con- 
tributors chose this option and ob- 
tained the company-financed rate. 
In recognition of the fact that all con- 
tributors might not apply for the re- 
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fund, and that confusion might fol- 
low when contributors moved to new 
locations, the provision was inserted 
that the applicability of the customer- 
financed rate pertained to the premises 
served, rather than to the person of 
the contributor. 

[2] This policy could not be applied 
legally if the agreement between the 
original contributor and the company 
specifically provided that rights to re- 
funds or to a customer-financed rate 
schedule remained with the original 
contributor. In such cases these 
agreements represent contracts bind- 
ing on the parties. The application 
form used by the Burnett County 
Light and Power Company at the 
time Mr. Peterson contracted for 


service contained no specific reference 
to refund privileges (cf. Exhibit I, 


U-3959), but as we have previously 
mentioned, there is evidence of a spe- 
cial understanding between the com- 
pany and Mr. Peterson. In order to 
prevent misunderstandings it is be- 
lieved desirable that some mention of 
these rights be made in the deed trans- 
ferring property served from custom- 
er-financed lines. In the absence of 
any special agreements or understand- 
ings to the contrary, however, we be- 
lieve it reasonable to assume that the 
purchaser gave consideration for 
these rights in the purchase price. 

A consideration of the facts in- 
volved in this matter leads the Com- 
mission to believe that between Mr. 
Richard Peterson and the company 
there existed an agreement or under- 
standing which must be considered a 
contractual obligation on both par- 
ties. On this premise we must con- 
clude that Mr. Peterson is entitled to 


billing on the RE-2 rate: The Com- 
mission did not contemplate when it 
issued its order of October 14, 1930, 
that two customers would obtain the 
benefits of the RE-2 rate through a 
single contribution and for this rea- 
son we must conclude that Mr. Mar- 
tin is not entitled to billing on this 
schedule. We believe that the com- 
pany will avoid further difficulties in 
matters of this kind if it follows the 
procedure set forth in this order. In 
order to protect itself the company 
should notify all customers as to this 
policy and obtain from each an ad- 
mission of this notification. If this 
is done, the customer will have a bet- 
ter understanding of his rights and 
privileges in matters of this kind and 
a recurrence of the present problem 
will be improbable. 

In view of the particular circum- 
stances involved in this case the Com- 
mission finds and determines that the 
Burnett County Light and Power 
Company should not be held in viola- 
tion of its filed rates and rules. 

It is therefore ordered, that the 
company notify each customer now 
taking service on the RE-2 rate as to 
his rights thereto and obtain a signed 
admission from each customer indi- 
cating receipt of said notice. 

It is further ordered, that in the 
particular case involved in the pres- 
ent proceeding it is reasonable to con- 
tinue application of the RE-2 rate to 
Richard Peterson, unless he agrees to 
some assignment of his rights. 

It is further ordered, that the Com- 
mission retains jurisdiction to make 
such amendments or changes in this 
order as may appear reasonable and 
necessary. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Telephone Company 


[2-U-1020.] 


Discrimination, § 75 — Rates — Old and new patrons — Rural telephones — In- 
equality. 
1. Lower rural telephone rates for old subscribers, taken over by a tele- 
phone company on the acquisition of telephone property, than the rates 
charged in the same territory in the case of new subscribers result in 
unjust discrimination, p. 118. 


Rates, § 185 — Reasonableness — Presumption. 


2. A rate placed on file as reasonable is presumed to be reasonable until 
found otherwise, p. 118. 


Rates, $ 187 — Reasonableness — Burden of proof — Failure to meet. 


3. A company proposing to eliminate rate discrimination between old and 
new subscribers fails to sustain the burden of proof as to the reasonableness 
of its higher rate by showing that additions have been made and service im- 
proved, where the Commission in a general rate case has determined that 
the company has earned in excess of a fair return at the exchange involved, 
p. 119. 


Discrimination, § 19 — Elimination — Rate reduction. 


4. A telephone company which is charging old subscribers less than new 
subscribers in rural territory should, upon failure to justify the reasonable- 
ness of the higher rate, reduce rates to the lower level in order to eliminate 
discrimination, p. 119. 


[November 5, 1936.] 


F ge nneapese by telephone company for revision and adjust- 
ment of rural service rates; reduction to certain subscribers 
ordered in order to eliminate discrimination. 


Aa 


By the Commission: The applica- appearances in opposition, but a letter 


tion in the above-entitled matter was 
filed with the Commission on July 17, 
1936. A hearing relative to the mat- 
ter was scheduled and held at Madi- 
son, Wisconsin, on September 4, 
1936, at which time Mr. J. F. Krizek, 
General Attorney, and Mr. F. M. Mc- 
Eniry, General Commercial Superin- 
tendent, appeared for Wisconsin Tel- 
ephone Company. There were no 
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of protest by one subscriber was filed. 

The testimony presented by the pe- 
titioner shows that on April 1, 1929, 
the Wisconsin Telephone Company, 
through purchase, acquired the tele- 
phone property and plant of the Jef- 
ferson Mutual Telephone Company 
located in the vicinity of the Jeffer- 
son exchange of the Wisconsin Tele- 
phone Company and that subsequent- 
16 P.U.R.(N.S.) 
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ly the Jefferson Mutual Telephone 
Company was dissolved and discon- 
tinued operating as a telephone utility. 
Prior to the above purchase the sub- 
scribers of the Jefferson Mutual Tel- 
ephone Company, approximately 159 
in number, received central exchange 
service through the Jefferson ex- 
change of the Wisconsin Telephone 
Company and were charged the Jef- 
ferson Mutual Telephone Company 
authorized rural rate of $1.75 per 
month for service. This application 
of the Wisconsin Telephone Com- 
pany seeks authority from the Com- 
mission to charge all former subscrib- 
ers of the Jefferson Mutual Telephone 
Company the filed rate of the Wis- 
consin Telephone Company applica- 
ble to rural subscribers at its Jeffer- 
son exchange which rate is $2 per 
month within a rural radius of six 
miles. The petitioner, in support of 
its application, alleges that the former 
subscribers of the Jefferson Mutual 
Telephone Company are receiving the 
same grade of service as the regular 
rural subscribers of the Wisconsin 
Telephone Company at lower rates 
which results in unjust discrimination 
against such regular rural subscrib- 
ers. As an indication of the attitude 
of the former subscribers of the Jef- 
ferson Mutual Telephone Company 
with respect to the payment of the 
regular rural rates of the Wisconsin 
Telephone Company, the petitioner 
points out that prior to the time of 
purchase all but eight of the subscrib- 
ers of the Jefferson Mutual Telephone 
Company agreed in writing to pay the 
filed rural rate schedule of the Wis- 
consin Telephone Company on the 
consummation of the purchase and 
sale. 


16 P.U.R.(N.S.) 


[1] The Commission in considera- 
tion of this application must recognize 
the fact that the furnishing of the 
same class and grade of service to one 
group of subscribers within an ex. 
change area at a lower rate constitutes 
unjust discrimination against subscrib- 
ers paying a higher rate. In this in- 
stance new subscribers on these lines 
were billed the regular rural rate of 
Wisconsin Telephone Company while 
former Mutual Company subscribers 
on the same lines paid a lower rate. 
The petitioner has testified that the 
physical property of the former Jef- 
ferson Mutual Telephone Company 
has been generally improved, and a 
total of about $5,500 has been spent 
in replacing poles and reducing the 
number of subscribers on the various 
circuits. These improvements appear 
to indicate that the subscribers are not 
only receiving a better grade of serv- 
ice than formerly but both old and 
new subscribers are being furnished 
the same grade of service. The facts 
of record show that unreasonable dis- 
crimination exists in this instance. 

[2] The question immediately 
arises as to what level of rates should 
be established to cure the discrimina- 
tion. Should the new subscribers, 
paying $2 a month, be reduced to the 
level of the old subscribers ($1.75 a 
month)? Or should the rates of the 
old subscribers be raised to $2? The 
company petitions for the latter solu- 
tion. One subscriber, however, has 
filed written protest against the com- 
pany’s petition. He alleges, among 
several matters, that many farm pa- 
trons feel the service is worth less to 
them than formerly because many sub- 
scribers have discontinued service. 
While many of the Mutual Company's 
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159 subscribers cut off during 
the depression, about 40 reconnections 
or new connections have been made so 
that the present number of stations is 
about 10 per cent less than under Mu- 
tual Company operation. 

The company relies chiefly upon the 
facts that some $5,000 has been spent 
to improve the grade of service and 
the $2 rate is a standard rate for its 
rural service. The company made no 
showing of its earnings at this ex- 
change or for the company as a 
whole. 

[3] In 2-U-35 ( [1936] 13 P.U.R. 
(N.S.) 224) the state-wide investiga- 
tion of this company, a recent apprais- 
al of the company’s property at this 
exchange was made. Examination 


of these data and of the annual re- 
ports of the company discloses that at 


its Jefferson exchange the company 
in 1935 earned in excess of a fair re- 
turn on a fair rate base. Further- 
more, after a comprehensive investi- 
gation in 2-U-35, supra, the Commis- 
sion has issued its final order finding 
the general level of the company’s 
rates excessive and ordering a reduc- 
tion. The company chose to appeal 
this order to the courts. 

It is axiomatic that a rate schedule 
established for the former Farmers 
Mutual Company subscribers to cure 
discrimination now existing must be 
found reasonable. The company 
claims that its present $2 rate for ru- 
tal service is reasonable and asks the 
Commission to so find. The Com- 
mission cannot make this finding 
without flying in the face of its con- 
trary finding as to the general level of 
the company’s rates, made as recently 
as seven months ago in 2—U-35, su- 
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pra. Until this general case is liti- 
gated or finally disposed of, the Com- 
mission cannot make the finding asked 
for by the company. 

In the alternative the Commission 
feels constrained to find reasonable 
the existing filed rural rate of the 
former Farmers Mutual Company. 
This rate ($1.75 a month), hereto- 
fore placed on file as reasonable, is 
presumed to be reasonable until found 
otherwise. The company, in our 
opinion, has not sustained the burden 
of proving the reasonableness of the 
higher $2 rate. 

Under these circumstances discrim- 
ination should be avoided by charg- 
ing all rural subscribers at the Jef- 
ferson exchange at the same basic 
rate, or $1.75 a month for service 
within a 6-mile radius. 

[4] The Commission, therefore, 
finds and determines that unreason- 
able discrimination exists in the ru- 
ral rates charged by the company at 
its Jefferson exchange. The Commis- 
sion further finds that the company 
has not sustained the burden of prov- 
ing the reasonableness of its basic $2 
per month rural rate at this exchange, 
and that the company, to avoid un- 
reasonable discrimination, should 
charge all rural subscribers at its Jef- 
ferson exchange a basic rate of $1.75 
a month, which rate is hereby found 
reasonable for the purposes of this 
case. 

It is therefore ordered that, effec- 
tive the first regular billing date fol- 
lowing the date of this order, the 
Wisconsin Telephone Company at its 
Jefferson exchange shall withdraw 
and discontinue application of its pres- 
ent $2 rate for rural service, and 
16 P.U.R.(N.S.) 
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shall charge all its rural subscribers miles of the central office, other pro- 
at that exchange a basic rate of $1.75 visions of the rural rate schedule re- 
a month for rural service within six maining the same. 





NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re New York Edison Company, 
Incorporated et al. 


[Case No. 8622.] 


Service, § 320.1 — Electricity — Breakdown and auxiliary service. 
1. Private electric plants receiving breakdown and auxiliary service should 
be served under a separate schedule and with separate and distinct conditions 
of service rather than under the general schedules through a special rider, 
p. 124. 

Service, § 129 — To competitor — Private electric plant. 
2. The only justification for requiring a central station company to serve a 
competitor, and particularly to provide service whenever and to any extent 
such competitor desires through the furnishing of breakdown and auxiliary 
service to a private plant, is the’ public interest involved, p. 125. 


Rates, § 342 — Electric — Breakdown and auxiliary service. 
3. A central station company should be fully compensated for auxiliary 
and breakdown service furnished to a private plant so that no burden may, 
under any circumstances, be shifted to another class of consumers, p. 
125. 

Service, § 320.1 — Electricity — Breakdown and auxiliary — Limitation of 

demand. 

4. The owner of a private plant receiving auxiliary and breakdown service 
from a central station company should not be limited in his maximum 
demand to the capacity of his generating plant, when there is no resale 
of current and he receives standard alternating current service, p. 126. 


Service, § 320.1 — Electricity — Breakdown and auxiliary — Limitation of 
demand. 
5. A private plant owner who desires not only breakdown and auxiliary 
service from a central station company, but is also engaged in selling current 
to others, is not entitled to the same unlimited service as the private plant 
consumer who does not resell to others; he should not be allowed to 
demand service in excess of the capacity of his plant to generate electric 
energy, p. 126. 
Service, § 321 — Electric — Direct and alternating current — Demand limitation 
— Private plant. 
6. A central station company which is eliminating direct current distribu- 
tion (a movement of recognized desirability) may require private plant 
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owners taking direct current service to contract for the maximum demand 
they desire to use, not in excess of the capacity of their direct current 
distribution system, which contracted-for demand must not be exceeded; 
but if a private plant owner reduces the contracted-for demand, he should 
be permitted subsequently to increase it if the direct current distribution 
system of the utility has sufficient capacity, p. 127. 


§ 323 — Electric — Private plants — Contract demands — Retroactive 
adjustment. 

7. A central station company furnishing auxiliary and breakdown service 
to private plants and permitting such plant owners to take energy in excess 
of the contracted-for demand should not apply retroactively to the date 
of the contract an actual demand which may exceed the contracted-for 
demand, but as soon as the actual demand exceeds the contracted-for 
demand the private plant owner should pay upon the basis of such ac- 
tual demand for twelve months or until a new demand exceeds a prior 
actual-use demand; and if actual experience for twelve months establish- 
es a maximum demand during that period below the contracted-for demand 
or the prior actual-use demand, such new actual-use demand should be 
used as the basis for charges thereafter until it is exceeded or until another 
twelve months’ period shall have established a lower demand, p. 129. 


Service, § 157 — Duration of contract — Private electric plant — Demand. 
8. A private plant owner receiving auxiliary and breakdown service from 
a central station company should, subject to limitations for direct current 
service and for current to be resold, be allowed to increase his contracted-for 
demand on thirty days’ notice, p. 130. 


§ 342 — Electric — Breakdown and auxiliary — Demand. 

9. The fact that a central station company must be prepared to meet the 
instantaneous demand in furnishing breakdown and auxiliary service to 
private plants should be taken into account in determining the demand 
charge, p. 130. 


§ 333 — Demand charge — Private electric plants. 

10 The most practicable form of rate for breakdown and auxiliary service 
to private plants is one involving a demand charge and an energy charge, 
p. 130. 


§ 265 — Electric — Demand charge — Costs included. 

11. The principle of including part of the amount to be collected from con- 
sumers in the form of a demand charge should be of limited application, and 
only those costs should be included that clearly and unquestionably belong 
in a demand charge; all other costs should be covered by the energy charge, 
p. 132, 


§ 184 — Burden of proof — Two- or three-part rate. 
12. The burden of proof in any departure from a mere commodity charge 
to a two- or three-part rate is upon the utility company, p. 132. 


§ 265 — Electric demand charge — Costs included — Return bass — 
Depreciation. 
13. A demand charge for breakdown and auxiliary service to private 
electric plants is erroneously computed when, in determining the amount 
to be included for return upon the property, no deduction for accrued 
depreciation is made from the book figures, p. 132. 
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Rates, § 324 — Electric demand charge — Diversity factor. 
14. The fixing of a demand charge upon the assumption that an electric 
utility company must be prepared to provide equipment for the total of 
all of the demands which are contracted for or used by various private 
plants is erroneous; it gives no recognition to the diversity factor and 
would be proper only if the demands all appeared coincidentally, p. 132. 


§ 187 — Burden of proof — Demand and energy charges. 

15. An electric utility company does not meet the requirement of the law 
that it bear the burden of proof as to the reasonableness of rates when 
the company justifies only one part of the rate instead of justifying both 
the energy and demand charges, p. 133. 

§ 257 — Kinds — Right of utility. 

16. A company is not entitled by law to have a particular form of rate, 
but is entitled to a fair return upon the fair value of its property, which 
requirement is met only by a determination of the reasonableness of all 
the various parts of the rate, conditions of service, and regulations, p. 


134. 


§ 83 — Powers of Commission — Suspension — Statutory period. 

17. A Commission which is given statutory authority to suspend the effec- 
tive date of rate schedules for a period of ten months cannot suspend a 
schedule for a further period or prevent the schedule becoming effective 
even though the case has not been completed and the proof thus far sub- 
mitted has not been sufficient to enable the Commission to determine what 
is a just and reasonable rate, p. 157. 


Service, § 320.1 — Electric — Private plants — Segregation of wiring. 
18. Private electric plants receiving auxiliary and breakdown service from 
central station companies were permitted to segregate any part of wiring 
and to connect it with the central station company, and were also, pending 
final disposition of the question of service and demand and energy rates, 
permitted to continue multiple-throw switching, p. 158. 

Service, § 320.1 — Private plants — Hospitals and institutions — Emergency 

service. 

19. An emergency connection with hospitals and other institutions, like the 
Federal Reserve Bank, should be provided by central station systems, but 
such emergency connections should not be available except under the most 
unusual conditions, they being entirely different from the ordinary break- 
down and auxiliary service, p. 159. 


Service, § 129 — Duty to serve competitor. 
Discussion of the duty of a public service corporation with respect to ren- 
dering service to a competitor or to a private plant, p. 124. 

Franchises, § 4 — Necessity — Private electric plant. 
Statement that a private plant which does not utilize the streets, public 
places, or highways does not need a franchise, p. 125. 

Rates, § 283 — Demand charge. 
Discussion of the propriety of a demand charge by a public utility corpora- 
tion, p. 131 

[July 23, 1936; August 12, 1936; October 29, 1936.] 
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pee on motion of Commission relating to rates, rules, 
and regulations for auxiliary and breakdown electric service; 
rates, rules, and regulations established. 


APPEARANCES: Whitman, Ran- 
som, Coulson & Goetz, New York 
city, by Jacob H. Goetz, Richard 
Joyce Smith, and Mr. Kyle, Attor- 
neys for The New York Edison Com- 
pany, Inc., Bronx Gas and Electric 
Company, Westchester Lighting Com- 
pany, Brooklyn Edison Company, 
Inc., New York and Queens Electric 
Light and Power Company, for the 
respondents; Prentice, Collins and 
Dwight, New York city, by Ezra P. 
Prentice and Charles S. Reilley for 
Fifth Avenue Building Company, 
Harold J. Treanor, New York city, 
Attorney for Real Estate Board of 
New York, William B. Seltzer, Chair- 
man, Committee on Electricity, Hos- 
pital Conference of New York city, 
Edgar J. Kates, New York city, En- 
gineer for Campbell and Boland, S. & 
S. Corrugated Paper Machinery Com- 
pany, Brooklyn, Marchiony Spumoni 
Ice Cream Corporation, New York 
city, Bing and Bing, Inc., as agents 
for Clark Henry Corporation, owner 
of Hotel St. George, Brooklyn, and 
as agents for premises 1123 Broad- 
way, New York city, Campbell and 
Boland, New York city, by Mr. Bo- 
land and Miss Isaacson, Attorneys for 
The Hotel Association of New York 
city, Hotel Bristol, Hotel McAlpin, 
Sherman Square Hotel, Midston 
House, Hotel Albert, Hotel St. An- 
drew, Earle Hotel, Saxe, Gerdes, Ba- 
con & O’Shea, 102 Maiden lane, New 
York city, by John H. Johnson of 
counsel and Percival R. Moses, New 
York city, representing Electric Plant 
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Owners Association, Inc., William 
Cruickshanks Sons as agents for At- 
lantic Mutual Insurance Co., Algon- 
quin Hotel Company, Hotel Gramercy 
Park, J. G. White and Company, Tif- 
fany and Company, Brown, Wheel- 
ock, Harris and Company as agents 
for Bowery Savings Company, Sea- 
mens Savings Bank and Exchange 
Court Corporation, Consolidated 
Laundries Corporation, Washington 
Square Laundry Company, Inc., Pre- 
mier Linen Supply and Laundry Com- 
pany, French Hospital, Morgan Laun- 
dry, Inc., 210 East 68th Street Cor- 
poration, 875 Park Avenue Com- 
pany, 235 East 22nd Street Corpora- 
tion, The Windel and Evans Com- 
pany, Cushman and Wakefield, Inc., 
as agents for Susquehanna Silk Mills, 
Lincoln Warehouse Corporation, 
Hospital for Joint Diseases of New 
York, 315 East 68th Street Corpo- 
ration, Academy Housing Corpora- 
tio, Grace Church, Pratt Institute, 
Flower Hospital, Carolyn Laundries, 
Cosmopolitan Linen Supply and 
Laundry Company, Quality Laundry 
Company, H. K. Wilder, New York 
city, representing Laundry Board of 
Trade, R. L. Sweet, representing 
New York Produce Exchange of 
New York city, R. G. Davidson, New 
York city, Engineer for Varick Real- 
ty Company, Kaiser, Muller and Da- 
vies, New York city, by E. W. 
Muller, New York city, Consulting 
Electrical Engineer, representing 
Mount Sinai Hospital, Delafield, 
Thorne and Marsh, New York city, 
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by George H. Porter, Attorney for 
Teachers College, New York city, for 
the petitioners; R. H. Nexsen, New 
York city, Chief Power Engineer for 
Public Service Commission, M. F. 
Orton, Albany, Director of Research 
and Valuation for Public Service 
Commission, Robert H. Mitchell, 
New York city, Principal Electrical 
Engineer for Public Service Commis- 
sion, for the Commission. 


MALTBIE, Chairman: Upon Sep- 
tember 25, 1935, the Commission 
suspended the service classifications 
which had been made effective 
August 1, 1935, prescribing the 
rates, conditions of service, and reg- 
ulations under which breakdown and 
auxiliary service would thereafter be 
furnished to private plants. Hear- 


ings having been held and all parties 


having been given full opportunity to 
be heard, the Commission is now 
called upon to restore the suspended 
schedules, to allow the present sched- 
ules to continue or to determine such 
new rates, conditions, and regula- 
tions as seem just and reasonable. 


In General 


Prior to 1908, the central station 
companies in the city of New York 
did not supply breakdown and auxil- 
iary service generally to private 
plants. As a result of an investiga- 
tion conducted by the Public Service 
Commission for the First District, 
which then had jurisdiction over elec- 
tric corporations in the city of New 
York, it was determined that when 
requested a central station company 
should be so connected with any pri- 
vate plant that if the latter broke 
16 P.U.R.(N.S.) 


down or for any reason needed elec. 
tric energy, the central station com. 
pany would immediately provide 
service. (See Re Breakdown Service 
by Electric Corporations [1908] | 
P. S.C. R. (1st Dist. N. Y.) 130.) 


[1] Originally, breakdown and 
auxiliary service was afforded through 
a rider attached to any form of con- 
tract to which the private plant was 
entitled under the general rate sched- 
ule. In 1935, when the companies 
made important changes in their 
schedules, a separate service classifi- 
cation was filed, the idea being that 
private plants would be served under 
a separate schedule and with separate 
and distinct conditions of service 
rather than under the various other 
schedules through a special rider. 
This method of dealing with the sub- 
ject merits approval, and the ques- 
tions at issue in this proceeding will 
be dealt with upon the assumption 
that a special service classification is 
to be used. 


There are many reasons why this 
should be done. Ordinarily, a public 
service corporation is not required to 
render service to a competitor. 
There must be important and convinc- 
ing reasons when it is directed. A 
company cannot use public streets to 
distribute electric energy without a 
franchise and construction may not be 
begun or the franchise exercised 
without the approval and consent of 
the Commission. This has been the 
law since the creation of the Com- 
missions in 1907 and in the various 
decisions that have been made in thir- 
ty years, the attitude of the Commis- 
sion throughout has been that com- 
peting plants are not welcome, except 
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when it is distinctly in the public in- 
terest to have competition. 

A private plant which does not 
utilize the streets, public places, or 
highways does not need a franchise. 
A private owner may build his own 
electric plant for his own purposes 
without any certificate, permit, or 
grant by any public authority. The 
Public Service Law places under the 
jurisdiction of this Commission all 
electric corporations, very broadly 
defined, except those generating or 
distributing electricity “solely on or 
through private property for railroad 
or street railroad purposes or for its 
(their) own use or for the use of its 
(their) tenants and not for sale to 
others” (Art. 1, § 2, Par. 13; Art. 
IV). 

A private plant owner may go 
further than generating current for 
his own use; he may sell electricity to 
his tenants, and may sell to others 
provided in so doing he does not use 
any street, highway, or public place. 
This limitation narrows the field of 
activity of a private plant to a single 
block or to private property, but with- 
in that area it is a direct competitor 
of the central station company. 

[2, 3] In the following discussion 
of the questions at issue in this pro- 
ceeding, it should be kept in mind 
that it is most unusual to require a 
central station company to serve a 
competitor and particularly to pro- 
vide service whenever and to any ex- 
tent such competitor desires. It gives 
great advantages to a private plant 
and places unusual obligations upon 
the central station company. The 
only justification is the public interest 
involved and the central station com- 
pany should be fully compensated, so 
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that no burden may under any cir- 
cumstances be shifted to another class 
of consumers. 

All seem to agree that one service 
classification should cover breakdown 
and auxiliary service. Indeed, it 
would be most difficult to separate one 
from the other and limit service to a 
genuine case of breakdown of a pri- 
vate plant. It would become largely 
a question of motive and nothing is 
more difficult to determine by rules 
and regulations of general applica- 
tion. 

Before determining the rates that 
should be charged for this unusual 
service, the extent and character of 
that service should be determined. 
There are several questions at issue. 
The central station companies and the 
private plant owners wish to make 
certain changes in the methods and 
practices heretofore followed. These 
must be disposed of before one can 
determine the reasonable price to be 
charged. 


Parallel Operation 


Private plant representatives orig- 
inally asked that the companies’ pro- 
hibition against “parallel operation” 
be removed and that the central sta- 
tion companies be required to provide 
unlimited service for them whenever 
they wished to take it, even without 


notice. Permission to feed energy 
into the system of the public service 
corporation was not pressed, but the 
private plant owners ask that their 
wiring systems be so connected to the 
central station distribution system 
that they will float on the system, re- 
ceiving energy whenever and to any 
extent momentarily required. 
This proposal would virtually re- 
16 P.U.R.(N.S.) 
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lieve the private plant owners of any 
responsibility for the proper operation 
of their own plants and provision for 
adequate service and reserve equip- 
ment. The private plant might break 
down in whole or in part, operation 
might be suspended in whole or in 
part, insufficient provision might be 
made for carrying the peak load, but 
the central station company would 
need to be ready to take any part or 
all of the load at any time. It is true 
that the central station company occu- 
pies this position towards all consum- 
ers whose entire service it supplies, 
but on the other hand it furnishes all 
of the service all of the time to such 
consumers. It does not carry only 
the most unproductive part or the 
part its competitor chooses not to 
carry. 

Private plant operators naturally 
wish to obtain all of the beneficial re- 
sults possible from their own supply 
and yet to have all the advantages of 
central station operation, including the 
assurance of continued service to any 
degree demanded whenever for any 
reason they do not wish to operate. 

While it is probably possible to de- 
vise electrical equipment which will 
protect the central station company 
against any harmful results to its sys- 
tem which might flow from such a 
connection and while the witnesses 
for the company may have exag- 
gerated the dangers and the difficul- 
ties of practical operation, it does not 
seem that the duty of the public serv- 
ice corporation to the public requires 
it to perform such unusual service. 
Why should its competitor be re- 
lieved of all responsibility and the 
central station company compelled to 
16 P.U.R.(N.S.) 


take over the obligations of private 
plants? 

A central station company should 
be required to supply any part of the 
wiring system of a consumer provided 
such wiring is completely segregated 
and provided further that whenever 
such segregated part is used the elec- 
tric energy is to be supplied by the 
central station company. But a con- 
sumer should not be permitted to 
switch any unsegregated part of his 
system to the central station company 
unless all of his system is so con- 
nected.” 


Limitation of Demand 


[4, 5] The companies propose to 
limit the maximum demand a private 
plant consumer may make upon the 
central station company to the capac- 
ity of the former’s generating plant 
whether it be alternating or direct 
current. Prior to the promulgation 
of the suspended rate, there was no 
limitation as to the amount of demand 
which could be contracted for or used 
where there was alternating current 
service; but where there was direct 
current, the private plant consumer 
was limited to the capacity of the 
company’s D. C. distribution system 
serving such consumer, and the com- 
pany would not increase its D. C. dis- 
tribution system in view of the fact 
that it has planned for some time to 
eliminate all D. C. distribution. 

A specific case will illustrate the 
point at issue. A private plant own- 
er has an A. C. system which requires 
at the time of peak load 100 kilo- 
watts. He chooses to install a private 
generating plant of 60 kilowatts ca- 
pacity planning to allow his system to 





1See post, p. 158. 
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float on the distribution mains of the 
central station company, so that when- 
ever there is a demand on his gener- 
ating plant for more than 60 kilo- 
watts (or less when the plant is not 
being operated), the central station 
company will automatically supply 
the required demand. 

It has been stated that the privilege 
of floating on the central station sys- 
tem is not a reasonable requirement. 
But if the private plant owner were 
at liberty to contract for more than 
60 kilowatts, he could shift to the 
central station system the obligation 
to supply electric energy during the 
periods of peak load and thus to bur- 
den himself only with a more uniform 
and perhaps less expensive load of 60 
kilowatts. If a private plant owner 
is really and sincerely providing his 
own electric plant to carry his own 
load, he would need to have a capac- 
ity of at least 100 kilowatts; he would 
need to have additional equipment to 
meet emergencies (when any part of 
his system failed to operate proper- 
ly). But in this case, he has chosen 
not to provide sufficient plant to carry 
the peak load of his system. Should 
he be permitted to contract for de- 
mand in excess of 60 kilowatts? The 
company says “no”; the private plant 
representatives say “yes.” 

In my opinion, he should be per- 
mitted the utmost freedom in this re- 
gard so far as his own use is con- 
cerned, and if he wishes to contract 
for more than the capacity of his gen- 
erating plant he should be allowed to 
do so; he should not be limited to the 
capacity of his private A. C. plant 
when there is no resale of current. 
Restrictions as to D. C. service are 
considered under another point. 
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The private plant owner who de- 
sires not only breakdown and auxil- 
iary service but is also engaged in sell- 
ing current to others is not entitled to 
the same unlimited service as the pri- 
vate plant consumer who does not re- 
sell to others.* When he sells cur- 
rent, he becomes still further a com- 
petitor of the central station company 
and to permit him to require the cen- 
tral station company to give him un- 
limited service as to demand and en- 
ergy and to stand ready at any time 
to take over the supply of energy 
whether the plant breaks down or its 
service is temporarily suspended for 
any reason does not seem to us to be 
reasonable. In such a case, the pri- 
vate plant owner should not be al- 
lowed to demand service in excess of 
the capacity of his plant to generate 
electric energy. If he does not choose 
to provide a plant equal to the peak 
load of the system which he supplies, 
he should segregate a portion of the 
system and turn it over to the cen- 
tral station company for its service. 
Equipment should be provided to lim- 
it the demand to the amount contract- 
ed for in such cases, so that under no 
circumstances may the actual demand 
exceed the amount specified in the 
contract. 


Direct Current Demand 


[6] The companies’ position as to 
direct current service is represented 
by the following extract from a book- 
let setting forth the rules, regulations, 
and requirements regarding service. 
It says: 


2A consumer does not resell current when 
no separate and distinct charge is made there- 
for. If current is furnished as a part of the 
service which the landlord provides and for 
which he receives rent, it is not resold. 
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“A customer located in or moving 
into a building supplied with non- 
standard service may be supplied with 
such nonstandard service only to the 
extent that such service can be ren- 
dered to him without addition to, re- 
inforcements of, or alterations to, the 
company’s facilities or the service 
equipment or building risers. All re- 
quirements in excess of such extent 
will be served as standard alternating- 
current service, : 

At another place in " the booklet, 
there is the following: 

“Where a customer now receiving 
nonstandard service for breakdown, 
auxiliary or reserve purposes at a lo- 
cation, desires an increase in such 


service, the same will be supplied as 
nonstandard service only up to the 
capacity of the company’s existing 
mains, facilities, and service at such 


location. Provided, however, that if, 
at any location (building or prem- 
ises), expense has been incurred to 
change from nonstandard service to 
standard alternating-current service as 
to any space therein, such space will 
not be supplied with nonstandard 
service for breakdown, auxiliary, or 
reserve purposes at a later date, nor 
will the capacity changed over be later 
available for any other space in the 
building or premises, irrespective of 
the availability and/or capacity of 
the company’s nonstandard service 
facilities at that location.” 
“Nonstandard service” is direct 
current, and the purpose of the above 
regulations is that the central station 
companies will not supply direct cur- 
rent in excess of the capacity of the 
distribution system of the company 
serving the consumer without addi- 
tion, reinforcement, or alteration. 


16 P.U.R.(N.S.) 


But it goes still further, and pro- 
vides that the amount of service to be 
supplied is limited to the capacity of 
the building risers, and that if a con- 
sumer increases the capacity of these 
risers, which are private property, the 
company is not obligated to supply the 
increased capacity, even though its 
distribution system has the capacity to 
do so without any addition, reinforce- 
ment, or alteration. 

The part of the regulation relating 
to building risers has been held to be 
unreasonable in Case No. 8598, John 
McConville, Inc. v. New York Edi- 
son Co., Inc. 

However, in view of the recognized 
desirability of the elimination of 
D. C. distribution, which change has 
already been deferred too long, it does 
seem that a private plant owner who 
desires D. C. service should contract 
for the maximum demand which he 
desires to use and that in the case of 
D. C. service he should not be per- 
mitted to use more than the amount 
contracted for. Such amount should 
not be in excess of the capacity of the 
D. C. distribution system at the time 
the demand is contracted for; but if 
for any reason he reduces the con- 
tracted-for demand, he should be per- 
mitted subsequently to increase it, 
provided the D. C. distribution sys- 
tem of the company has sufficient ca- 
pacity to render the increased service 
contracted for. 

In the case of A. C. service, it has 
already been stated that there should 
be no limitations as to the amount 
contracted for or used and the central 
station company is under obligation 
to provide sufficient equipment to 
meet any demand at any time, except 
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as already stated in case electric en- 
ergy is resold. 


Retroactive Demands 


[7] It has been the practice of the 
central station companies to permit 
private plant owners to contract for 
whatever demand they may fix and to 
take electric energy in excess of such 
demand. When the actual demand 
exceeds the contracted-for demand, 
the companies have proposed that the 
former shall be applied retroactively 
to the date of the contract, that the 
private plant owner shall pay the ad- 
ditional amount thus due for the past 
period and that he shall in the future 
pay for that demand until he makes 
a new contract or until his actual de- 
mand exceeds a prior reading, al- 
though he would be expected to make 
a new contract at the end of the con- 
tract year. 

Private plant owners object to the 
retroactive feature of this plan. They 
do not object to the use of the actual 
demand as a basis for charges up to 
the end of the contract year. 

The justification offered by the cen- 
tral station companies for the retro- 
active feature is that a private plant 
owner would otherwise be allowed to 
pay for a demand very much below 
his actual demand and that the com- 
panies are called upon to meet actual 
demands. If owners were restricted 
to contracted-for demands, there 
would be no issue; but they want the 
privilege of using more than they 
contract for; hence the issue. 

The basis for a demand charge is, 
of course, that the company is re- 
quired to provide sufficient capacity 
(after allowance for the diversity fac- 
tor) to meet all demands and that it 
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cannot expand or reduce its plant to 
meet fluctuating momentary require- 
ments; peak loads determine the ex- 
tent of the plant required and must 
be provided for in advance. Ordina- 
rily it is argued that the capacity of 
a system must be sufficient to carry 
the maximum requirements during 
the winter months (unless of course 
it is a system where the peak is 
reached during the summer) and the 
equipment provided to meet peak 
loads must be kept intact and main- 
tained even during periods of non- 
peak loads. 

It is obvious that if the retroactive 
feature were eliminated and the pri- 
vate plant owner were permitted to 
pay upon the basis of contracted-for 
demand until the actual demand ex- 
ceeded the amount so fixed and if the 
duration of the contract were for one 
year, the private plant owner would 
annually be able to fix such a low 
contracted-for demand that he could 
not possibly lose for some period and 
the company would not possibly gain. 

The retroactive feature should be 
eliminated but that as soon as the 
actual demand exceeds the contracted- 
for demand, the private plant owner 
should pay upon the basis of such 
actual demand for twelve months or 
until a new demand exceeds a prior 
actual-use demand. 

But suppose that the demand actu- 
ally used falls below the contracted- 
for demand or a prior actual-use de- 
mand, what rule should be applied? 
If the converse of the principle just 
stated were to be applied to this case, 
the private plant owner might for a 
period have no demand or one so 
small as to be negligible. He would 
then have been provided with unlim- 
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ited stand-by service in the case of 
A. C. service and stand-by service up 
to the contracted-for demand in the 
case of D. C. service and would have 
paid nothing or a very small amount. 
In neither case would he have paid a 
fair amount. 

The fair rule in such cases seems 
to be that if actual experience for 
twelve months establishes a maximum 
demand during that period below the 
contracted-for demand or the prior 
actual-use demand, such new actual- 
use demand should be used as the 
basis for charges thereafter until it 
is exceeded or until another twelve 
months’ period shall have established 
a lower demand. 


Duration of Contract 


[8] In the preceding pages, an at- 
tempt has been made to work out a 
plan that will automatically continue 


as long as the private plant owner de- 
sires service. The term of the con- 
tract is immaterial, provided the pri- 
vate plant owner has an opportunity 
to discontinue service on due notice, 
such as thirty days in this case. The 
term may be made one year with the 
provision that it will continue there- 
after indefinitely until the customer 
gives thirty days’ notice. Subject to 
the limitations herein stated for D. C. 
service and in case current is resold, 
he should be allowed to increase his 
contracted-for demand on thirty days’ 
notice. The companies may alter the 
rates, conditions, or regulations re- 
lating to this service in the way pro- 
vided for by statute. 


General Conditions 


Before proceeding to discuss the 
rates to be charged for the service 


16 P.U.R.(N.S.) 


above specified, a few additional facts 
should be noted. 

[9] In the first place, the maximum 
demand as measured by the com. 
panies is seldom a momentary or in. 
stantaneous demand, it is an average 
demand during a 30-minute (half. 
hour) period. It is usually automat. 
ically integrated by a device every 
hour and half hour in kilowatts of 
demand from the number of kilowatt 
hours consumed in each half hour, 
It is obvious that such a plan does not 
produce the maximum instantaneous 
demand, which almost always ex- 
ceeds the average half-hourly demand. 
The central station company must be 
prepared to meet the instantaneous 
demand, and this fact should be tak- 
en into account in determining the 
demand charge. 

[10] It has been suggested that 
private plants should be allowed to 
consume electricity at certain rates per 
kilowatt hour up to the amount of 
the demand charge. A rate might be 
devised upon this basis, but it is a 
more involved rate than that which 
contains one charge for the demand 
and another for the kilowatt hours 
consumed. Further, the plant which 
utilizes no current would be charged 
the same as the plant which makes 
the same maximum demand upon the 
system and uses current in addition. 
In view of the nature of the service 
rendered and the options which the 
private plant owner has under this 
form of service, we are of the opin- 
ion that the most practicable form of 
rate is one involving a demand charge 
and another charge for the electric 
energy actually consumed. 

As the demand must be measured 
for each consumer, there is no reason 
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for exemption from the demand 
charge of use up to 3 kilowatts. This 
is sometimes done where there is a 
large number of small users whose 
demands do not exceed 3 kilowatts. 
In relation to the total bill for serv- 
ice, the cost of providing, maintain- 
ing, and reading a demand meter is so 
large where the demand is very small 
that it is not justified. But in the 
case of breakdown and auxiliary serv- 
ice, these conditions do not apply and 
if perchance there should be any in- 
stances where under the general rules 
herein laid down the demand does not 
exceed 3 kilowatts, payment should 
be computed upon the basis of that 
demand. 


Demand Charge 


The form of rate suggested by the 
companies is a demand charge plus 
an energy charge. For the former, 
they insist that a reasonable rate is 
at least $30 per kilowatt per year, 
payable monthly. They have submit- 
ted considerable testimony to support 
this charge, but engineers and rate ex- 
perts are not in agreement as to how 
a demand charge should be deter- 
mined, what elements of cost should 
be included in part or in whole, and 
how various items of expense should 
be allocated. 

Regarding a demand charge, there 
are certain general factors to be con- 
sidered. In the first place, it is an 
unusual and exceptional form of 
charge;* it is seldom encountered in 
private business, for unless there is an 
element of monopoly, it is not possible 


for anyone selling a service or a com- 
modity to make a customer pay a fixed 
amount in addition to the commodity 
charge. A utility which has a virtual 
monopoly, so that the rates both as to 
form and content are not determined 
by competitive conditions, can within 
limits levy and collect any form of 
rate which the regulatory body or the 
courts will permit. The only thing 
a consumer can do is to pay the rate 
thus established or go without the 
service. 

Further, this form of rate is not 
easily understood and meets with 
marked opposition. The consumer is 
apt to contend that there is no justi- 
fication for a demand charge, that 
when he receives any service or com- 
modity he should pay according to 
the amount of service or commodity 
he receives. He naturally compares 
the supply of electricity with any oth- 
er commodity which he purchases. 
He sees that in practically every other 
relationship of buyer and seller, the 
former pays nothing merely because 
the butcher, the baker, the candlestick 
maker stand ready to serve. Doubt- 
less, every dealer would be pleased to 
have a list of customers who pay him 
a fixed amount for readiness-to-serve 
and an additional amount for each 
commodity supplied; he would thus 
have a reasonable assurance of their 
business and his customers would not 
be free to shop around. But in com- 
petitive business, it has not been 
found practicable to make the theory 
work and every dealer is obliged to 
include fixed charges or overheads in 





8 Everyone is familiar with the fixed dues 
levied by clubs and the cover charge made 
in some restaurants. Each is somewhat like 
a demand charge, but there is even here an 
essential difference between such businesses 
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and an electric utility; the former do not 
recognize any obligation to meet any demand 
made upon them, whereas the latter virtually 
stand ready to render any amount of service 
whenever so required. 
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the commodity price and not make a 
separate charge therefor. 

[11, 12] Even if we admit that 
there is some merit to the proposition 
that part of the amount to be collect- 
ed from consumers should be in the 
form of a demand charge, such prin- 
ciple should be of limited application, 
and only those costs should be includ- 
ed that clearly and unquestionably 
belong in a demand charge; all other 
costs should be covered by the energy 
charge. The consumer is primarily 
interested in the total amount of his 
bill, but the burden of proof in any 
departure from a mere commodity 
charge to a two- or three-part rate is 
clearly upon the companies, and as be- 
tween different classes of consumers, 
the burden should be equitably dis- 
tributed. 


The companies in this case present 
figures purporting to show that the 


demand charge should be $67 per 
kilowatt per annum instead of $30 
which they propose to charge. 
Whether $15 or $30 or $60 or $100 
per kilowatt is a reasonable charge 
depends upon what items of cost 
should be considered as attributable 
to the demand charge and how far 
one considers that mere readiness-to- 
serve should be the basis of fixing 
rates for a monopoly service as dis- 
tinguished from ordinary everyday 
method of charge. 

The amount of demand charge 
must depend naturally upon what 
items of cost are to be covered. If it 
is to cover every item of cost inciden- 
tal to the construction and mainte- 
nance of the entire system extending 
from the generating station to the 
meter and that the energy charge 


were to cover only the bare costs of 
operation, it is obvious that the d&. 
mand charge would be very large anj 
the energy charge very small. The 
former would cover a fair return op 
the entire property, all property taxes, 
all depreciation and even such part of 
maintenance charges as were not é- 
rectly affected by the generation, dis. 
tribution, and sale of electric energy. 
The energy charge would then cover 
only the cost of generating current, 
transmission and distribution losses, 
and certain operating expenses. But 
one might even go so far as to assume 
that the readiness-to-serve charge 
would include a considerable part of 
salaries and wages for the staff that 
would be needed merely to see that 
the property was cared for and ready 
to supply current. While such an ap- 
portionment of costs might be sup- 
ported by a plausible theory, it would 
produce such a charge particularly for 
the small user that the service could 
not be sold. It is another instance of 
carrying to an absurd extreme an ide 
which contains some merit. The com- 
pany figure of $67 per kilowatt per 
annum belongs in this class and obvi- 
ously the companies do not believe 
that their computations produce a de- 
pendable result, for instead of $67 
per kilowatt per annum they ask for 
less than half this amount, and even 
$30 is an unusual charge. 

[13, 14] As the companies do not 
use $67, it is, perhaps, unnecessary to 
point out the errors in computation, 
but a few may be mentioned. In de- 
termining the amount to be included 
for return upon the property, no de- 
duction for accrued depreciation has 
been made from the book figures. 
This, of course, is directly contrary to 


16 P.U.R.(N.S.) 132 





i ale i a ee 


SOSts of 
the de. 
rge and 
The 
turn on 
y taxes, 
part of 
not ‘d- 
on, dis- 
energy, 
1 cover 
urrent, 
losses, 
. But 
assume 
charge 
art of 
ff that 
e that 
ready 
an ap- 
e Sup 
would 
ly for 
could 
nce of 
n idea 
 COm- 
tt per 
obvi- 
elieve 
a de- 
$67 
k for 
even 


0 not 
ry to 
ition, 
n de- 
uded 
> de- 
| has 
ures. 


ry to 


RE NEW YORK EDISON CO., INC. 


all decisions of the courts as well as 
of the Commission. 

The companies also have based 
their figure upon the assumption that 
they must be prepared to provide 
equipment for the total of all of the 
demands which are contracted for or 
used by the various private plants. 
This gives no recognition to the di- 
versity factor and would be proper 
only if the demands all appear coin- 
cidently. Of course, such is not the 
fact and there is a large diversity fac- 
tor both for the generating plants and 
distribution systems. What the di- 
versity factor is for all of the private 
plants and what it is for those in 
various areas cannot be determined 
from the record. However, it does 
appear that the diversity factor is large 
and the companies erred in not giving 
it adequate recognition. 

An examination of the testimony 
does not indicate how the companies 
arrived at $30. Apparently, it is a 
judgment figure not in accordance 
with any principle or rule that can be 
stated. It would appear that the com- 
pany officials considered the demand 
charge which has been in force ($24 
per kilowatt per annum) was too low 
and that $67 was entirely too high. 

The attitude of the companies thus 
illustrates what has already been said, 
namely, that there is no generally rec- 
ognized principle or method according 
to which a demand charge is to be de- 
termined. Various figures have been 
used by various companies and there 
is no more agreement as to the amount 
to be charged than as to the method 
by which it is to be determined. 

All in all, the company has pro- 
duced no satisfactory evidence accord- 
ing to which a demand charge might 


be determined if it were to be con- 
sidered wholly apart from other parts 
of the rate, and judging the matter 
generally it would seem that $2.50 per 
kilowatt per month is, if anything, too 
high. However, the amount of the 
demand charge may not properly be 
determined without reference to the 
energy charge. 


Energy Charge 


The schedules filed by the various 
companies contain uniformly a month- 
ly charge for energy in the form of 
a block rate—the first block consisting 
of 1,000 kilowatt hours per month, 
which carries the rate of 5 cents per 
kilowatt hour. The lowest block is 
for energy supplied in excess of 150,- 
000 kilowatt hours per month, the 
rate being 0.8 cents per kilowatt hour. 
There is also a coal adjustment charge 
which varies according to the cost of 
coal. The minimum bill is the demand 
charge. In other words, if the con- 
sumer uses no energy whatever, his 
bill would be the demand charge. 

[15] Neither the companies nor the 
private plant owners have presented 
any testimony as to the reasonableness 
of the energy part of the rate. One 
can easily understand why the repre- 
sentatives of the private plants did not 
do so. In order to finally determine 
what would be a reasonable rate for 
breakdown and auxiliary service, it 
would be necessary to tackle the prob- 
lem in one of two ways—either a 
comparison would be made between 
the rate for this service and other rates 
for other classes of service or an in- 
vestigation would be made to deter- 
mine the fair value of the property 
used in rendering breakdown and 
auxiliary service, the fair return to be 
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allowed thereon and the reasonable op- 
erating expenses which should be 
covered. As a matter of fact, neither 
the companies nor the private plant 
owners undertook to do either and it 
is unquestionably true that the com- 
panies have not met the requirements 
of the law which clearly states that 
whenever a rate is under review, the 
burden of proof of determining the 
reasonableness of the charges which a 
company would levy and collect is up- 
on that company. Why the companies 
have not attempted to meet the bur- 
den of proof does not appear from the 
record. One may surmise that to es- 
tablish the reasonableness of the pro- 
posed rate according to the second 
method would involve a rate case cov- 
ering all of the rates of all of the com- 
panies. Of course, this could not be 
done in a short time and, in the mean- 
time, some rate would have to be es- 
tablished as a temporary rate pending 
final adjudication. 

A justification of only one part of 
a rate is not compliance with the law. 
As already stated, the demand charge 
might be fixed at different amounts, 
any one of which might be justified on 
certain assumptions but that determi- 
nation would not dispose of the ques- 
tions at issue. The rate would not be 
complete and a determination as to its 
reasonableness could not be made un- 
less and until the energy rate was also 
determined. 

[16] A company is not entitled by 
law to have a particular form of rate. 
It is entitled to a fair return upon 
the fair value of its property and that 
requirement can only be met, even if 
it is assumed that it applies to each 
class of service, by a determination of 
the reasonableness of all of the various 
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parts of the rate, conditions of service, 
and regulations as to the way service 
may be used. 

There are other pending proceed. 
ings which involve the reasonableness 
of the rates of all of the companies 
here invelved and it seems unwise to 
attempt, upon such an inadequate 
record as has been made by the com- 
panies and private plant owners in this 
proceeding, to find what are reasona- 
ble rates. Indeed, it cannot be done 
from the information of record and 
the only apparent solution is to estab- 
lish a temporary rate or to permit the 
suspended rate to become operative 
pending final determination as to the 
reasonableness of all rates. 

The situation is further complicated 
by the fact that the suspended schedule 
for breakdown and auxiliary service 
is considerably different from the one 
heretofore in effect and the record 
does not justify a return to the old 
rate. This might normally be the 
course to be followed if the burden of 
proof placed upon the company by 
statute, to produce clear and convinc- 
ing evidence that the proposed rate 
was just and reasonable, had not been 
met. Further, other schedules have 
been changed so that it is not now 
feasible to require a return to the old 
rates in other classifications. 


Termination of Old Contracts 


Under the rate schedule which has 
been in effect, private plant owners are 
permitted to use energy at any time 
during the contract year at the rates 
applicable to their service without fur- 
ther payment up to the amount of the 
demand charge. 

In the suspended schedule, the com- 
panies took the position that if the 
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private plant owners had not utilized 
all of the energy which they could have 
taken up to August 1, 1935, they lost 
the possibility of using the remaining 
credits. Private plant owners object- 
ed very strenuously to this rule, claim- 
ing that they should be allowed to 
utilize the remaining credits after the 
new rates took effect. As the Com- 
mission suspended the new rates and 
as the old rates will have been con- 
tinued for some fourteen months, pri- 
vate plant owners will have had the 
benefit of the old rates for a long time. 
Further, they have had ample notice 
that a change might be made and that 
they might lose all of the credits which 
had not been exhausted during the 
contract year. Consequently, the va- 
lidity of the claim made a year ago 
was greater ‘than at present. They 
then had no knowledge of an impend- 
ing change. 


There are strong reasons why all 
contracts should terminate on a spe- 


cific date when the schedules are 
changed. Otherwise, certain con- 
sumers would be charged at one rate 
and other consumers at another during 
the same period. So far as possible, 
when a change is made in a rate 
schedule, it should be applicable to all 
alike and the exceptions should be re- 
duced toa minimum. It may be nec- 
essary where a year is the proper basis 
for computing charges to make pro 
rata adjustments, but in this case in 
view of the long period which has 
elapsed since the rate schedules becom- 
ing effective August 1st were suspend- 
ed, an extension of credits and the 
permission to utilize credits which 
have not been exhausted should not 
hereafter be continued. 

Under all of the circumstances, 
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therefore, I hold that the reasonable 
course to pursue is to require the com- 
panies to file before August 10th rate 
schedules for breakdown and auxiliary 
service effective not earlier than Sep- 
tember Ist, according to the conclu- 
sions herein reached, the demand 
charge to be $30 per kilowatt per year 
payable monthly and the energy rate 
not to exceed the energy rate in the 
suspended schedules. It should be 
distinctly understood, however, that 
in so doing the Commission does not 
find that such rates are just and rea- 
sonable. It cannot find such to be the 
fact on the record before the Com- 
mission in this proceeding. It should 
also be understood that this action 
does not necessarily have any relation 
to any other schedule not before the 
Commission in this proceeding. 


Van NAMEE, Commissioner: On 
August 1, 1935, there became effec- 
tive, under special permission orders 
of the Commission, rate schedules in- 
cluding a service classification and 
form of contract for breakdown and 
auxiliary electricity service (typically 
Leaves Nos. 22, 44, and 45, New 
York Edison Company, Inc.). This 
was a contract uniformly applicable to 
all of the respondent companies above 
enumerated and superseded the var- 
ious forms of contract for this type 
of service then in effect. 

Thereafter, the Commission re- 
ceived more than thirty written com- 
plaints protesting both the rates and 
the stipulations of the contract, where- 
upon the Commission on August 27, 
1935, on its own motion began these 
proceedings. The first hearing was 
held on September 15, 1935, and the 
case was closed on February 26, 1936. 
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The service classifications for all of 
the companies under which the con- 
tested rates, charges, rules, regula- 
tions, and practices were set forth, 
were identical in wording and were 
typified by The New York Edison 
Company, Inc., “Service Classification 
No. 7.” They were suspended, pend- 
ing a decision by the Commission, on 
September 25, 1935. For conveni- 
ence, this report will refer to Service 
Classification No. 7 as representative. 


Service Classification No. 7 was 
drafted as a single, all-embracing clas- 
sification to provide a uniform con- 
tract for all private generating plant 
operators who desired central station 
service, primarily available at all times 
in readiness to deliver energy as an 
emergency source of supply in the 
event of plant failure or “break- 
down”; and secondarily, as an auxil- 
iary source of supply in the sense of 
providing energy when the private 
plant was totally shut down for ec- 
onomic reasons, apparently not in the 
sense that it was to be used to supple- 
ment the private plant while operating, 
although this is permitted by segrega- 
tion of circuits and switching arrange- 
ments acceptable to the respondents. 


The rate clause of the suspended 
classification is as follows: 


Breakdown and Ausiliary—Light, Heat, 
and Power 
Demand charge: 


For each kilowatt of contracted demand, 
$2.50 per month. 


Energy charge: 
Monthly 
consumption 
For the first 1,000 kw. 
For the next 4,000 “ 
“ “ “ 5,000 
“ 40,000 
“ 50,000 
“ $0,000 
Excess over 150,000 
16 P.U.R.(N.S.) 


Addition or deduction according to changes 
in cost of fuel. 

The price of each kilowatt hour of electric 
energy supplied under this agreement shall be 
subject each month to an addition or deduction 
of $0.002 (2/100ths of a cent) per kilowatt 
hour when the cost of one million British 
thermal units of fuel (bituminous coal or its 
equivalent in oil) alongside generating sta- 
tions, as filed by the company with the Public 
Service Commission, increases or decreases 
0.5 cents from the base price of 16.5 cents, 
and thereafter for each increase or decrease 
of 1.0 cents above 17 cents or below 16 cents 
per one million British thermal units; the 
cost of one million British thermal units here- 
under to be taken at the average cost of such 
fuel to The New York Edison Company, Inc, 
and Brooklyn Edison Company, Inc., along- 
side generating stations. 


Minimum charge: 

Thirty dollars per kilowatt per year of 
contracted demand, as hereinafter defined, pay- 
able at the rate of $2.50 per kilowatt per 
month of such demand and exclusive of en- 
ergy and fuel adjustment charges. 


Restrictions against resale and sub- 
metering apply in several of the ter- 
ritorial divisions of the area served by 
the respondents under the foregoing 
classification. 

The rider under which this break- 
down and auxiliary service was ren- 
dered, when attached to standard 
Service Classifications Nos. 2, 3, 4, 
and 6, and which in such combination 
was superseded by the single universal 
classification since suspended, is quot- 
ed here following in full: 


Riper— 


Applicable to Service Classifications Nos. 2, 
3, 4, and 6. 


Breakdown service 

In consideration of the maintenance of the 
service to be supplied under this application 
as a reserve, auxiliary, or breakdown to a 
private electric generating plant, it is agreed 


that: 

1. There shall be a service charge of $24 
annually for each kilowatt of maximum de- 
mand contracted for hereunder. This agree- 
ment shall continue for one year, and there- 
after until terminated by thirty days’ prior 
written notice given by either party hereto. 

2. Within this service charge electric ener 
may be consumed during any period of 
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year at the rates herein stipulated without 
additional cost to the undersigned. 

3. For billing purposes this service is to 
be charged for monthly, pro rata, at the rate 
of $2.00 for each kilowatt of maximum de- 
mand contracted for. 

4, The maximum demand to be supplied 
hereunder is to be divided into circuits which 
will give an approximately balanced load on 
the service. This service supplied hereunder 
is to be used exclusively within the premises 
enumerated in this agreement. 

5. At a point convenient to the service 
switch an automatic maximum demand switch 
shall be installed by the company which will 
instantaneously open the circuit, should the 
demand on any part of the service exceed its 
proportion of the demand stipulated here- 
under; or, at the option of the company, a 
maximum demand indicator may be installed 
and, if installed, the highest maximum demand 
at any time recorded by such indicator, if in 
excess of the maximum demand specified in 
this agreement, shall be considered the maxi- 
mum demand for the purposes of this agree- 
ment. Whenever any maximum demand so 
recorded (in excess of the original maximum 
demand specified herein) shall have remained 
the highest indicated maximum demand for 
twelve consecutive months, the said maximum 
demand originally specified herein shall again 
be the maximum demand rating until super- 
seded by a higher indicated demand, the fore- 
going process of rating and rerating to be 
repeated and continued during the term of this 
agreement and any renewal hereof. 

6. Where the demand contracted for is less 
‘than ten kilowatts the cost of installing, ex- 
clusive of the cost of the automatic switch, is 
to be paid by the customer, in an amount 
not to exceed $75.00. 

7. Should the service introduced hereunder 
be so connected with the building switchboard 
that it can be used in connection and simul- 
taneously with the private electric plant from 
which service is also obtained, the connections 
and switching arrangements must be approved 
by the insurance and municipal authorities and 
by The New York Edison Company. 

8 Whenever the switchboard connections 
are so arranged that the private electric plant 
and the company’s service can be operated con- 
junctively, the arrangement must be such as 
to avoid the possibility of injuriously affecting 
the company’s service. 

9. The undersigned assumes full responsi- 
bility for the conjunctive operation of the 
private electric plant and the street service; 
The New York Edison Company is relieved 
of any responsibility therefor. 

Meter Date 


The total of all the breakdown cus- 
tomers served by the companies is 276 
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and while not a large group either in 
numbers or revenue involved, the 
questions at issue are most important 
to those consumers who have private 
plants which purchase electricity which 
they use wholly for their own use, 
sell in part, or submeter to their ten- 
ants. The breakdown service gives 
such private plant operators the as- 
surance of continuous service should 
their own plant by accident or other- 
wise be shut down. The terms under 
which such service will be given by the 
companies, and the rates which the 
consumers shall be required to pay for 
such service are the two main issues 
invo.ved in this proceeding. 

Under the first issue may be cited 
objections on the following points: 

(1) Prohibiticn of parallel opera- 
tion of private plants with utility serv- 
ice. 

(2) Limitation of the contracted- 
for demand to the capacity of the 
private plant. 

(3) Restriction of direct current 
demand against increase beyond 

(a) Existing demands. 

(b) Any reduced amount subse- 
quently established by a change in con- 
tract. 

(4) Establishment as the contract- 
ed demand, for the entire contract 
year, of the highest demand reached in 
excess of the originally contracted-for 
demand, thereby making such excess 
subject to a retroactive charge. 

(5) Termination of existing con- 
tracts before date of expiration with- 
out granting credit for, or affording 
opportunity to use without cost, the 
energy which in some cases could have 
been used without charge under such 
contracts to the limit of demand pay- 
ments already made. 

16 P.U.R.(N.S.) 
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Under the second issue fall the fol- 
lowing objections to the suspended 
schedule : 

(6) The increase of the basic de- 
mand rate from $24 per kilowatt per 
year to $30 per kilowatt per year. 

(7) The “method of rating the de- 
mand” which resolves into three 
items : 

(a) Use of contracted-for demand 
instead of actually used demand as a 
basis of rating. 

(b) Full charge for the contracted- 
for demand, whether used or not. 

(c) Withdrawal of privilege of us- 
ing without charge, energy, and actual 
demand to an amount which when 
computed at the base contract rates 
would equal the annually contracted- 
for demand payment, the latter being 
essentially a minimum annual guaran- 
tee. 


(8) Alleged lack of recognition in 
both demand and energy components 
of the rate of 

(a) The off-peak character of use. 

(b) The diversity factor of use. 


Objection No. 1 


Private plant representatives orig- 
inally asked that the companies’ pro- 
hibition against “parallel operation” 
be removed and that the central sta- 
tion companies be required to provide 
unlimited service for them whenever 
they wished to take it, even without 
notice. Permission to feed energy 
into the system of the public service 
corporation was not pressed, but the 
private plant owners ask that their 
wiring systems be so connected to the 
central station distribution system that 
they will float on the system, receiving 
energy whenever and to any extent 
momentarily required. 


16 P.U.R.(N.S.) 


This proposal would virtually re. 
lieve the private plant owners of any 
responsibility for the proper operation 
of their own plants and provision for 
adequate service and reserve equip- 
ment. The private plant might break 
down in whole or in part, operation 
might be suspended in whole or in 
part, insufficient provision might be 
made for carrying the peak load, but 
the central station company would 
need to be ready to take any part or 
all of the load at any time. It is true 
that the central station company oc- 
cupies this position towards all con- 
sumers whose entire service it supplies, 
but on the other hand it furnishes all 
of the service all of the time to such 
consumers. It does not carry only the 
most unproductive part. 

Private plant operators are in a 
sense competitors ; they naturally wish 
to obtain whatever benefits there are 
from their own supply and yet to have 
all the advantages of central station 
operation, including the assurance of 
continued service to any degree de- 
manded whenever for any reason they 
do wish to operate. 

While it is probably possible to de- 
vise electrical equipment which would 
protect the central station company 
against any harmful results to its sys- 
tem which might flow from such a 
connection and while the witnesses for 
the company may have exaggerated 
the dangers and the difficulties of 
practical operation, we are not con- 
vinced that the duty of the public serv- 
ice corporation to the public required 
it to perform such unusual service. 
Why should its competitor be relieved 
of all responsibility and the central 
station company compelled to take 
over the obligations of private plants? 
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Acentral station company should be 
required to supply any part of the wir- 
ing system of a consumer provided 
such wiring is completely segregated 
and provided further that whenever 
such segregated part is used the elec- 
tric energy is to be supplied by the 
central station company. But a con- 
sumer should not be permitted to 
switch any unsegregated part of his 
system to the central station company 
unless all of his system is so con- 
nected. 

Under breakdown and auxiliary 
service, the private plant owner should 
be permitted to take service unlimited 
in amount, subject of course to the 
conditions and findings elsewhere stat- 
ed in this memorandum. (See par- 
ticularly the discussion upon the next 
point). If this is done, the rate which 
the consumer should pay for the ex- 
cess used above the demand contracted 
for may be higher than that for the 
contracted-for demand. 


Objection No. 2 


The companies proposed to limit the 
maximum demand a private plant 
consumer may take to the capacity of 
his generating plant whether he is us- 
ing alternating or direct current. Pri- 
or to the promulgation of the suspend- 
ed rate, there was no limitation as to 
the amount of demand which could be 
contracted for or used where there 
was alternating current service; but 
where there was direct current, the 
private plant consumer was limited to 
the capacity of the company’s D.C. 
distribution system serving such con- 
sumer, and the company would not in- 
crease its D.C. distribution system in 
view Of the fact that it has planned for 
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some time to eliminate all D.C. dis- 
tribution. 

A specific case will illustrate the 
points at issue. A private plant owner 
has an A.C. system which requires at 
the time of peak load 100 kilowatts. 
He chooses to install a private generat- 
ing plant of 60 kilowatts capacity 
planning to allow his system to float 
on the distribution mains of the cen- 
tral station company, so that whenever 
there is a demand on his generating 
plant for more than 60 kilowatts (or 
less when the plant is not being op- 
erated), the central station company 
will automatically supply the required 
demand. 

We have ruled that the privilege of 
floating on the central station system 
is not a reasonable requirement. But 
if the private plant owner were at lib- 
erty to contract for more than 60 kilo- 
watts, he could shift to the central 
station system the obligation to sup- 
ply electric energy during the periods 
of peak load and thus to burden him- 
self only with a more uniform and 
perhaps less expensive load of 60 kilo- 
watts. If a private plant owner is 
really and sincerely providing his own 
electric plant to carry his own load, he 
would need to have a capacity of at 
least 100 kilowatts; he would need 
to have additional equipment to meet 
emergencies (when any part of his 
system failed to operate properly). 
But in this case, he has chosen not to 
provide sufficient plant to carry the 
peak load of his system. Should he be 
permitted to contract for demand in 
excess of 60 kilowatts? The company 
says “no”; the private plant repre- 
sentatives say “yes.” 

In our opinion, he should be per- 
mitted the utmost freedom in this re- 
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gard so far as his own use is con- 
cerned, and if he wishes to contract 
for more than the capacity of his gen- 
erating plant he should be allowed to 
do so. Whether he should pay more 
or less for the excess of demand be- 
yond the capacity of his plant is a 
matter to be considered under the rates 
to be charged; but in our opinion he 
should not be limited to the capacity 
of his private A.C. plant where there 
is no resale of current. Restrictions 
as to D.C. service are considered under 
another point. 

The private plant owner who desires 
not only breakdown and auxiliary 
service but is also engaged in selling 
current to others is not entitled, in our 
opinion, to the same unlimited service 
as the private plant consumer who 
does not resell to others. When he 
sells current, he becomes still further 
a competitor of the central station 
company and to permit him to require 
the central station company to give 
him unlimited service as to demand 
and energy and to stand ready at any 
time to take over the supply of energy 
whether the plant breaks down or its 
service is temporarily suspended for 
any reason does not seem to us to be 
reasonable. In such a case, the private 
plant owner should not be allowed to 
demand service in excess of the ca- 
pacity of his plant to generate electric 
energy. If he does not choose to pro- 
vide a plant equal to the peak load of 
the system which he supplies, he 
should segregate a portion of the sys- 
tem and turn it over to the central 
station company for its service. 
Equipment should be provided to lim- 
it the demand to the amount contract- 
ed for in such cases, so that under no 
circumstances may the actual demand 
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exceed the amount specified in the con- 
tract. 

The term of the contract should be 
one year thus permitting the consumer 
to increase the capacity of his plant 
and thus enlarge the amount of de- 
mand the central station company 
must supply in case he finds from act- 
ual operation that the capacity of the 
plant has been unwisely limited. 


Objection No. 3 


The companies’ position upon this 
point is represented by the following 
extract from a booklet setting forth 
the rules, regulations, and require- 
ments regarding service. It says: 

“A customer located in or moving 
into a building supplied with non- 
standard service may be supplied with 
such nonstandard service only to the 
extent that such service can be ren- 
dered to him without addition to, rein- 
forcements of, or alterations to the 
company’s facilities or the service 
equipment or building risers. All re- 
quirements in excess of such extent 
will be served as standard alternating- 
current service, . . .” 

At another place in the booklet, 
there is the following: 

“Where a customer now receiving 
nonstandard service for breakdown, 
auxiliary or reserve purposes at a lo- 
cation, desires an increase in such 
service, the same will be supplied as 
nonstandard service only up to the ca- 
pacity of the company’s existing 
mains, facilities, and service at such 
location. Provided, however, that if 
at any location (building or premises), 
expense has been incurred to change 
from nonstandard service to standard 
alternating-current service as to any 
space therein, such space will not be 
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supplied with nonstandard service for 
breakdown, auxiliary, or reserve pur- 
poses at a later date, nor will the 
capacity changed over be later avail- 
able for any other space in the build- 
ing or premises, irrespective of the 
availability and/or capacity of the 
company’s nonstandard service facil- 
ities at that location.” 

“Nonstandard service” is direct cur- 
rent, and the purport of the above reg- 
ulations is that the central station com- 
panies will not supply direct current in 
excess of the capacity of the distribu- 
tion system of the company serving 
the consumer without addition, rein- 
forcement or alteration. 

But it goes still further, and pro- 
vides that the amount of service sup- 
plied is limited by the capacity of the 
building risers, and that if a con- 
sumer increases the capacity of these 
risers, which are private property, the 
company is not obligated to supply the 
increased capacity, even though its 
distribution system has the capacity to 
do so without any addition, reinforce- 
ment, or alteration. 


The part of the regulation relating 
to building risers has been held to be 
unreasonable in Case No. 8598, John 
McConville, Inc. v. New York Edison 
Co., Inc. 


However, in view of the recognized 
desirability of the elimination of D.C. 
distribution, which change has already 
been deferred too long, it does seem 
that a private plant owner who de- 
sires D.C. service should fix and con- 
tract for the maximum demand which 
he desires to use and that in the case 
of D.C. service he should not be per- 
mitted to use more than the amount 
contracted for. Of course, such 


amount should not be in excess of the 
capacity of the D.C. distribution sys- 
tem at the time the demand is con- 
tracted for; but if for any reason he 
reduces the contracted-for demand, he 
should be permitted subsequently to 
increase it up to the amount originally 
contracted for, provided the D.C. dis- 
tribution system of the company has 
sufficient capacity to render the in- 
creased service. 

In the case of A.C. service, it has 
already been stated that there should 
be no limitations as to the amount con- 
tracted for or used and the central sta- 
tion company is under obligation to 
provide sufficient equipment to meet 
any demand at any time, except as al- 
ready stated in case electric energy is 
resold. 


Objection No. 4 


Contracts for breakdown and 
auxiliary service are drawn for a 
period of a year, and for a stipulated 
maximum demand. When in the past 
the contracted-for demand was ex- 
ceeded, it was the practice to use the 
higher demand as the minimum billed 
demand for the month in which the 
excess occurred and for the succeed- 
ing eleven months, or the balance of 
the contract year, depending on the 
company, but terminable on discontin- 
uance of service, unless this higher de- 
mand itself were exceeded in the in- 
terim, in which event the same proced- 
ure would be followed. 

The companies now propose to ap- 
ply any such exceeded demand in sub- 
stitution for the contracted-for de- 
mand, for the full contract year, which 
is equivalent to a retroactive charge in 
the nature of a penalty dating back to 
the beginning of such fiscal year. 
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Subsequent higher excesses are to be 
similarly treated. 

It is admitted that a private plant 
operator may take unfair advantage of 
the liberality of the present method 
and deliberately contract for much less 
than adequate breakdown demand. 

On the other hand, under the regu- 
lation the companies seek to impose, an 
excess demand in the twelfth month of 
a contract year innocently caused by an 
operating error would inflict payment 
for such excess over an expired eleven 
months’ period, even though the 
private plant operator contracted in 
good faith for an adequate demand. 

Excepting private plant operators 
whose breakdown demand limit we be- 
lieve should be rigidly fixed as defined 
under the second objection, when a 
contracted-for demand is exceeded, 
while reinforcements to the system or 
service may or may not be necessary 
in anticipation of a recurrence, the 
companies assume the responsibility 
for the higher contingency, and the 
consumer should logically pay at the 
higher demand established by him, in 
our opinion, though only as a future 
obligation, and not as a penalizing re- 
troactive charge. 

Our proposal to meet the interest of 
both parties is that the new demand 
be established as for the current and 
succeeding twelve months (unless in 
turn exceeded), the occasion of excess 
fixing the beginning of a new contract 
year, binding the private plant opera- 
tor to the demand payment for the full 
year. 


Objection No. 5 


The companies propose termination 
of existing contracts without granting 
credit for, or affording opportunity to 
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use without further cost, the energy 
which in some cases could have been 
used without charge under such cop. 
tracts to the limit of demand payments 
already made. 

Since the natural cycle of electrica| 
use by private plant operators under 
the form of contract to be superseded 
is a year, and the contract is in effect 
an annual guarantee with reciprocal 
credit features in recognition of this 
cycle, it appears to us unfair to cancel 
the so called “credits” without afford. 
ing opportunity to the customers to re. 
cover them, which in our Opinion 
should be by the use of energy and 
demand within a reasonable period, at 
the rates to be established in this case. 
We do not believe such credits should 
be given in cash, or applied to con- 
tracted demand not used. 

This privilege we believe should be 
extended to those who transferred to 
firm service as a result of the institu- 
tion of the suspended service classifica- 
tion. The credits we believe should be 
used within a period of four months 
from issuance of the order hereto, or 
be forfeited. 


Objection No. 6 


The companies have proposed to fix 
the annually contracted-for demand 
charge at $30 per kilowatt per year, 
payable monthly, as a payment solely 
for maintaining facilities in readiness 
to deliver a certain commodity—elec- 
trical energy. The commodity itself, 
if taken, they propose to charge for 
separately and independently, at a rate 
which is the same whether the pur- 
chaser uses it all himself, or resells 
part or all of it. 

The demand element of this rate has 
been spoken of as an increase in the 
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present demand rate, but this is not 
quite correct. The entire service clas- 
sification is proposed to supersede 
what is effectively an annual guaranty 
of revenue equal to $24 for every 
kilowatt of contracted-for demand. 
This revenue may be for both energy 
and demand, and the demand there- 
under may be at a different rate than 
$24 per year, or included in an energy 
rate. Energy used beyond guarantee 
is of course charged for. 

There are two extreme views on the 
subject of the primary basis of a de- 
mand charge. One considers the en- 
tire plant operating and the personnel 
in attendance, all in readiness to de- 
liver the maximum output, but with 
no energy being sent out to consumers. 
This extreme would include the fair 
return on all the property involved, 
from generating plants through the 
transmission and distribution system 
to the meters, all the taxes related to 
this property, all depreciation, and 
maintenance with only the small ex- 
ception associated with the flow of en- 
ergy. The opposite extreme assumes 
all the foregoing when engaged in the 
production of energy and pro rata to 
the extent so engaged, including re- 
serves and capacity for supplying 
losses, as part of the basic energy 
charge. 

Irrespective as to where between 
these two extremes the equitable mean 
lies, a further disturbing factor has 
been injected by the companies, hav- 
ing a profound bearing on their ex- 
hibit inferring a basic demand charge 
of $67 per annum. (We note in pass- 
ing that the investments shown there- 
in are book costs as defined by this 
Commission, no deductions having 
been made for accrued depreciation). 
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Customarily the apportionment of 
such a basic demand charge is not 
merely how much should be levied 
directly as a demand charge, and how 
much should be included in the energy 
charge as an unidentified component. 
The question of diversity of use as be- 
tween different classes of consumers 
enters. These diversities are usually 
referred to the highest annual demand 
on the system spoken of as the peak 
responsibilities of the various classes 
of consumers. This anticipates some- 
what the discussion under that cap- 
tion in order to clarify the immediate 
point being made. 

The thought underlying this method 
is that the greatest load carried in the 
year determines the capacity necessary 
to be provided. Every kilowatt of 
that load or peak demand represents a 
definite pro rata portion of the total 
annual costs for all of that part of the 
system associated with demand, in- 
cluding idle capacity and reserves. 
Such an average is higher per kilo- 
watt of the peak demand than per kilo- 
watt of the physical capacities, but 
is not to be thought of as a charge 
per kilowatt appearing on consumers 
meters, since these are largely non- 
coincident. The peak on a station 
may be 1,000 kilowatts although the 
individual customers’ demands may 
total 3,000 kilowatts, because only 1,- 
000 of these kilowatts happen to be 
used at the same time. The charge 
then is spread over 3,000 kilowatts, 
not the 1,000 kilowatts of the peak, 
and is an appropriately lower value, 
derived by applying the factor of this 
diversity. 

The disturbing factor mentioned 
here enters because of the companies’ 
insistence that full 100 per cent ca- 
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pacity is maintained in all parts of the 
system as necessary to supply the con- 
tracted-for demands. Under this con- 
tention the principal inconsistency oc- 
curs in the “capacities” used as di- 
visors to obtain the averages per kilo- 
watt of capacity in Exhibit No. 5. 
The grading down of the divisors 
from the generating station output 
capacity to lower values, more closely 
resembles the decreasing amounts of 
such energy that would flow in the 
main component parts of the system. 
A demand charge approached on such 
conditions is one that relates to peak 
responsibility, and to be properly used 
the cost per kilowatt of demand so de- 
veloped must be modified by a diver- 
sity factor. The companies do not ad- 
mit any diversity, and under their con- 
tentions the average per kilowatt of 
capacity should not be reduced by any 
diversity adjustment, and of greater 


import the divisors corresponding to 
physical capacity should increase in- 
stead of decrease as the generating 


stations are receded from. This must 
not be understood in the sense that for 
an individual kilowatt of breakdown 
demand the divisors grow larger or 
capacity increases. What is the fact 
is that for firm service customers at 
large, and due to their characteristics 
of diversity, the relative investment 
and the physical capacities for each 
major division of the system become 
greater as the consumer is approached. 
When an individual breakdown cus- 
tomer is assumed to be solely respon- 
sible for a certain definitely fixed ca- 
pacity, the inference from the com- 
pany’s contention is that he should pay 
the total cost to sustain it under that 
assumption, but the basic cost would 
have to be greatly less than a basic 
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cost which is partly derived by con. 
sidering the aggregate load at system 
peak, when, for instance certain of the 
distribution facilities were obviously 
not carrying as much load as they car. 
ried at off-peak times, but still had the 
capacity to do so. 

With regard to the capacity divisor 
used by the companies for the distribu- 
tion system, this was explained as de- 
rived by using the load at customers’ 
meters, plus an allowance of 10 per 
cent representing in the judgment of 
their engineers the maximum addi- 
tional load overall which could be add- 
ed without reinforcing the distribution 
system. We can only accept this in 
the sense that this contemplates that 
every customer who was using current 
at the time of system peak, could not 
increase his individual load more than 
10 per cent without impairing regula- 
tion at some locations and overloading 
local facilities at other locations, or 
encroaching on reserves, but in no 
sense as saturating every part of the 
system. This view is perfectly prop- 
er for firm power consumers at large, 
but not tenable for the breakdown 
group. 

The distribution capacity divisor 
used in the exhibit was 1,100,000 kilo- 
watts, direct current and alternating 
current combined. We note that there 
were in active service about 2,000,000 
kilovolt amperes of line transformers 
confined to the alternating current dis- 
tribution system. This must be re 
duced as to kilowatts of available ca- 
pacity by recognition of power factor, 
losses, reserve provision, a debatable 
factor for load growth anticipation, 
and the use of certain transformers as 
reactors. However, the net figure 
plus the direct current capacity points 
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toa very much greater aggregate low- 
tension distribution capacity feeding 
into the mains than 1,100,000 kilo- 
watts. When it is considered that the 
sum of the capacities of the mains 
radiating from a common feed point, 
far exceeds that of the transformers 
or feeders supplying such junctions 
whether it be network or radial sys- 
tem, it is obvious that the divisor 
grows much larger as to actual ca- 
pacity such as must be dealt with in 
proceeding on the 100 per cent capac- 
ity standby contention. 

To carry this out to a logical con- 
clusion, we would have to advance our 
computations for the entire system as 
if every present consumer service sup- 
ply point were a breakdown service 
origin. We would have to derive an 
average to give weight to the fact that 
while some services would be far from 
the transformer and bear a heavy 
charge for mains, others would have 
no mains charge at all by being di- 
rectly at transformers or having direct 
feeder supply. 

Many refinements would have to be 
recognized. The mains are of various 
size cables, of different capacity. The 
cost per kilowatt of capacity is less 
for large than for small cables. In 
some cases the mains become smaller 
as they get further away from the 
transformer or feed-in point, so that 
services nearer the transformer are 
not only associated with shorter mains 
footage, but the costs per kilowatt of 
the cable are less and what is of great- 
er importance, the cost per kilowatt 
of the underground ducts is less. 
Provision has to be made not only for 
losses, but greater capacity than nec- 
‘ssary to carry the current must be 
provided in order to prevent excessive 
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voltage drop. Another factor to con- 
sider is that certain standards of con- 
struction must be observed for uni- 
formity and economy, involving use 
of cables of specific sizes which may 
be somewhat larger than actual re- 
quirements. 

This brings us to the subject of re- 
serve capacity. When full capacity 
is held in standby to meet a definitely 
limited demand, and especially when 
actual demands have never approached 
such anticipated maximum, a much 
smaller reserve need only be carried 
than when facilities are provided on 
the basis of diversity of actual de- 
mands, and practically unlimited po- 
tential demands, both subject to the 
hazards of chance. In the first in- 
stance, the greater part of the facilities 
are idle most of the time, there being 
possibly 2 or 3 times the capacity need- 
ed for coincident demand idle at all 
times in the generating stations, this 
proportion becoming more as the con- 
sumer is approached. This effective- 
ly acts as a cushioning reserve requir- 
ing a relatively small and definitely set 
aside reserve beyond the facilities for 
the maximum demand specifically con- 
tracted for, as the hazard is small. 
The idle excess is proposed to be paid 
for directly as a charge per kilowatt 
of idle excess. 

In the case of the firm service de- 
mands, the cost of the idle reserve 
must be recovered in the used demand 
charge, except such part of it as is 
concealed in the energy charge. This 
reserve must be fairly large to provide 
for departures from estimated diversi- 
ties as well as occasional abnormally 
high demands. These are elements of 
hazard beyond the failure of equip- 
ment, which latter only need be pro- 
16 P.U.R.(N.S.) 
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vided for when a limited load is in- 
volved. It so happens that partly 
due to poor business conditions and 
stagnant building construction, that in 
the year under consideration about 
half of the total system capacity was 
idle at system peak, implying almost 
100 per cent effectively available in 
reserve on the average under emergen- 
cy regulation conditions, in some parts 
higher and in others lower, although 
the proportions of reserve are stated 
as higher in the substations and dis- 
tribution system than in the generat- 
ing stations. 

In reaching conclusions, many oth- 
er factors than those described must 
be weighted, some tending to increases 
and others to decreases. A high pro- 


portion of the breakdown demands are 
direct current, requiring much heavier 
investment and entailing greater en- 


ergy losses. On the other hand, there 
are many breakdown services of such 
size that they must be taken from the 
feeder system and hence involve no in- 
vestment in the low tension mains. 
The effect of the part of the demand 
charge incorporated in the energy 
rates must be considered. One year’s 
history is a critically short period on 
which to make predictions. A new 
form of rate is apt to cause a con- 
siderable change in characteristics and 
volume of use. The final decision 
must be made for the future. 

It is very significant that under a 
most favorable form of contract, 
whereunder the total amount paid for 
the contracted-for demand could be 
applied in full to energy consumption 
under regular firm service terms on a 
liberal annual (not monthly) credit- 
extinction basis, that very few of 
these customers availed themselves of 
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this economical means to provide 
against actual breakdowns. By and 
large, their consumption and their 
payments for such consumption were 
essentially the same as if they were 
regular firm service customers, and 
they enjoyed all the privileges extend- 
ed to the firm service consumers, and 
in addition were afforded in general 
breakdown protection without cost. 
The excess unused demand considered 
in its relation to the entire situation 
in its broad aspect, and the historical 
record of the extent to which it was 
used, rather detracts from the import- 
ance attached to the rate to be applied 
to this element of the charges for this 
type of service in its entirety. 

The testimony and exhibits show 
that the rates for direct firm demand 
charges are derived in part by the ap- 
plication of diversity factors to the 
annual costs per unit of capacity, re- 
sulting in a lower figure than if there 
were no diversity. 

It is also testified that part of the 
finally derived demand charge is con- 
tained in the energy rates. 

Considering now that part of the 
proposed demand charge which relates 
to actually used demand, we see that 
it is at the same rate per kilowatt as 
the demand charge of the current gen- 
eral firm service rate. 

It follows as axiomatic that with the 
same general characteristics of use and 
the same ratio of monthly energy use 
to monthly maximum demand of both 
breakdown and general firm service 
classes of consumers, that an identical 
energy rate schedule would not be un- 
fair to the private plant operators. As 
the companies depend on recovering 
part of their demand cost out of en- 
ergy revenue, it is not only necessary 
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that sufficient kilowatt hours per kilo- 
watt of demand be sold to reach the 
proper balance, but that under the 
monthly block rate designed to ac- 
complish this, the adequate amount per 
month be used,—not concentrated in a 
few months of the year whereby the 
bulk of the kilowatt hours would be 
charged in the lowest rate blocks. 

Accordingly, we refer to Exhibit 
No. 11 which shows that for every kil- 
owatt of used (recorded) demand, the 
private plant operators on the average 
used 150 kilowatt hours. On the oth- 
er hand, the generally comparable class 
of much more numerous general cus- 
tomers shown in Exhibit No. 24 used 
225 kilowatt hours for every kilowatt 
of used (billed) demand. (Initial de- 
mand exemption allowed for.) That 
difference of 75 kilowatt hours repre- 
sents 50 per cent of all the kilowatt 
hours used by the private plant group, 
on which the companies would fail to 
recover the demand revenue included 
in the energy rate. This fact has fur- 
ther significance in that it implies that 
relatively greater facilities were re- 
quired per kilowatt hour consumed by 
breakdown customers. Regarding the 
second point made at the end of the 
preceding paragraph, an appreciable 
number of private plant operators 
(more fully treated in discussing off- 
peak effects), confine their total an- 
nual use toa few months. This forces 
the conclusion that unless substantial 
counteracting factors appear, a rela- 
tively higher energy rate is justified so 
far. This is not the immediate point 
we are pressing, but it leads to the 
next step in the analysis of demand 
charge. 


Rate structures designed to produce 


147 


future revenues, while based on past 
experience, must take into account the 
probabilities of changed characteristics 
of use which may result from the 
changes made in the rate being super- 
seded. In our opinion the present rate 
is very liberal. It has been stated, and 
we believe with reason, that curtailed 
usage will result under the suspended 
rate in question or one generally sim- 
ilar. No doubt a number of private 
plant operators will thereunder con- 
tract almost solely for breakdown, 
contemplating very minor energy use. 
From what we have just noted from 
the record this further aggravates the 
unlikelihood of adequate recovery of 
demand costs from normally concur- 
rent energy use. 

To this point and subject to our con- 
clusions herein stated on the subjects 
of rating the demand, and of diversity 
and off-peak characteristics, in our 
opinion the so called “basic” demand 
rate increase as to private plant oper- 
ators is definitely discriminatory in 
their favor. 


Objection No. 7 


The companies propose a service 
classification universally applicable for 
breakdown and auxiliary service to 
private plants as an annual contract, 
composed in part of a charge per kilo- 
watt of demand fixed in advance for 
the year as the minimum payment for 
standby capacity in readiness to serve, 
whether used or not. This demand 
element was partly discussed under 
the prior objection. Provisions to 
meet instances where such set demand 
limits are exceeded are discussed un- 
der the objection raised as to the 
method therefor proposed. In addi- 
tion to the minimum demand charge, 
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the companies propose to charge for 
any energy used. 

The proposed service classification 
is to supersede a rider under which 
such service is at present rendered 
when made part of an appropriate firm 
service classification, which may be 
one that includes a direct charge for 
used demand. This rider is in effect 
a minimum payment guaranty, the 
amount of the guaranty being fixed 
by the demand which the private plant 
operator states he requires the com- 
panies to be ready to meet at any time 
without notice. The procedure when 
such set demands are exceeded is else- 
where commented on. 


It is thus seen that strictly speaking . 


we are not concerned with a demand 
charge which can be directly com- 
pared with that of the suspended serv- 
ice classification, and henee it is not 
entirely proper to consider the change 
as an increase in rate without relating 
thereto the change in form, and our 
opinion is developed in this way and 
extends through the later discussion 
relating to diversity and off-peak char- 
acteristics. 

The contracted demand which is the 
basis for the demand charge has two 
elements,—the demand actually used, 
and the unused difference, if any, be- 
tween the actual demand and that con- 
tracted for. 

The use of the contracted-for de- 
mand as the basis for rating, instead 
of the actually used demand, appears 
unquestionably proper and sound. It 
is evident that when the companies 
obligate themselves to meet potential 
demands which are specifically defined 
by the private plant operators them- 
selves, they must provide physical ca- 
pacity to do so. Whether or not they 
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continuously reserve 100 per cent of 
the capacities which may be simul-- 
taneously called upon by private plants 
is not at issue here. Irrespective of 
capacities held, or whatever weight is 
given to diversity or other factors, as 
we see it, the primary basis for rating 
(not the rate itself) must start with 
the contracted-for demand, and there- 
after it may be divided as to charges 
on how much of the capacity is used, 
and how much stands idle, and for 
how long. 

The question whether or not the full 
charge at whatever rate decided on 
shall be paid for contracted-for de- 
mand irrespective of how fully it is 
used, is fundamentally an issue of di- 
versity. It can here be simplified to 
the extent of the statement that we are 
considering the contracted-for demand 
in the sense of two components, the 
part used and that unused. Under the 
present contract form these were close- 
ly interrelated, but under that pro- 
posed they will be virtually isolated. 

The used portion may be treated in 
general along conventional lines. It is 
evident, as elsewhere explained, that 
the unused excess should bear some 
charge. Indeed, it might seem that 
with no chance of recovery under the 
energy charge, as it is incompatible to 
associate energy with idle capacity, a 
higher rate might be in order. How- 
ever, this is only one factor, and dis- 
cussion is reserved to the final .objec- 
tion, wherein our conclusions are 
reached. 

Under a rate which provides a 
partial direct charge for used demand, 
and an equitable charge for providing 
and maintaining idle capacity in stand- 
by, it is obvious that any and all en- 
ergy use is rightfully subject to an 
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additional charge, entirely beyond the 
demand charge. With such a 3-part 
rate correctly designed, there is no 
need to impose a minimum payment in 
the nature of a guaranty recoverable 
in whole or in part by the payor in 
energy use. The minimum guaranty 
feature accordingly does not enter the 
rate being tentatively developed here, 
as it is patterned on specific payment 
for value received. The two principal 
complainants in effect withdraw this 
part of their objection by advocating 
rate forms having separate charges 
for demand and energy. In our opin- 
ion, this objection is voided by the 
facts elsewhere developed. 


Objection No. 8 


The complainants claim that the 
companies in developing the protested 
rates have not given sufficient con- 
sideration to the diversity and off- 
peak characteristics of their load, 
which they allege are superior to those 
of the general class of nonresidential 
consumers. 

The basis of the companies’ refusal 
to admit any influence due to diversity 
and off-peak characteristics on the 
rates for breakdown service to private 
plant operators rests on their stead- 
fastly maintained contention that they 
provide in readiness to serve at every 
instant during the tenure of such con- 
tracts, facilities having full capacity 
to supply the contracted-for demand. 

In our opinion, while the companies 
have not presented any convincing evi- 
dence to support this stand, they must 
undoubtedly make provisions in most 
instances for such services consider- 
ably in excess of what they would 
maintain for firm service customers 
using the same amount of energy. 


As a matter of practical operation, 
it is difficult to conceive that a reser- 
vation of a specific part of the capacity 
of a common carrier, such as an elec- 
trical conductor, can be achieved to 
any substantial extent, so as to hold 
inviolate, and prevent absorption of at 
least part of such capacity at various 
times, by other numerous unrestricted 
firm service demands. 

It thus begins to appear that di- 
versity enters to some extent in prac- 
tice, if not in theory, interrelated with 
diversities of other classes of consum- 
ers, but very evidently not nearly to 
the extent the complainants attempt to 
indicate. Such intangible diversity we 
feel is to its greatest extent realized 
in the unused element of the contract- 
ed demand capacity. 

In common with other terms used, 
the term diversity in this case has been 
variously conceived by different par- 
ties at interest. Diversity as related 
to actual breakdowns is a meaningless 
mathematical fiction under the condi- 
tions obtaining here. Diversity based 
on contracted-for demand is an arti- 
ficial figure. The standard definition 
in current use states that “Diversity 
Factor is the ratio of the sum of the 
maximum power demands of the sub- 
divisions of any system or parts of a 
system, to the maximum demand of 
the whole system or of the part of the 
system under consideration, measured 
at the point of supply.” This factor 
is to be related to some recognized 
period of time, as a year (annual di- 
versity factor). For special purposes 
it may further be related, for a part 
of a system, to the coincident load of 
such part of a system at the time of 
the system peak load, such coincident 
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demand possibly being less than the 
maximum demand of that part. 

In a normal electrical utility system, 
the diversity effect is greatest at the 
generating station, gradually becoming 
less as the various elements of the 
transmission and distribution system 
are traversed until (for the purpose of 
this case) the final factor of 1.0 is 
reached at the consumer’s meter. 
Each distinct division normally has a 
different diversity. 

The companies in effect concede this 
for their system at large, but contend 
this does not apply for this special 
group, for whom they will admit no 
diversity. One of the engineers of the 
complainants holds the decreasing di- 
versity condition as obtaining in this 
case. Another of the complainants’ 


engineers proposes to apply the single 
diversity he derives universally to all 


parts of the system. 

From a practical standpoint, in our 
opinion neither of these extremes is 
compatible with the data before us. 
There are so few breakdown custom- 
ers, widely scattered, related to the 
total firm services on the system, that 
virtually never is one of them con- 
nected on the same local mains, or 
even distribution feeder, with any oth- 
er. Concurrence on common trans- 
mission feeder groups is rare. It is 
thus apparent that as to diversity of 
use among members of the breakdown 
class, it only becomes effective to any 
considerable extent at the generating 
stations. Accordingly any diversity 
would have to be applied in conjunc- 
tion with firm service customers’ 
usage, which involves other rate struc- 
tures, requiring also recognition of the 
capacity of the mains in local areas, 
whether network or not. 


16 P.U.R.(N.S.) 


As to the influence of off-peak use 
and diversity on the charge for idle 
standby capacity, the complainants 
have attempted to relate these factors 
to breakdown use. The conceptions 
of “breakdown” among the com- 
plainants are at wide variance. Break- 
down use of the companies’ service is 
herein understood to be the use result- 
ing from actual or imminent failure 
of any character, preventing or re- 
stricting the operation of the private 
plant, as distinguished from any use 
as a matter of economy or expediency. 

True breakdowns, being accidental, 
cannot be presumed to occur or recur 
in any specific season or period. 
Neither do they happen with sufficient 
frequency, nor are there enough of 
such breakdown consumers in propor- 
tion to the total number of comparable 
firm service consumers, to even apply 
a law of probability. The occurrences 
in one year, or even five years, would 
be inconclusive. It would be danger- 
ous to attempt adjustment of a rate 
from such meaningless data. It is, 
therefore, necessary to consider the 
actual demands imposed, whether for 
breakdown or auxiliary use, or both, 
combined, since the effect on the com- 
panies’ system and costs is the same 
for whichever of these purposes the 
demand is used. As a matter of fact, 
many of the “breakdowns” reported 
show a lower demand than auxiliary 
use at other times, and “breakdown” 
use frequently is composed largely of 
auxiliary use than would be taking 
place ordinarily at such time as the 
breakdown occurred, the breakdown 
excess component of the demand be- 
ing small. 

Regarding off-peak characteristics, 
while Exhibit No. 11 indicates an an- 
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nual load curve for the breakdown 
and auxiliary group of opposite char- 
acteristics to that of the companies’ 
system, it can only be used in the gen- 
eral formulation of an opinion, inas- 
much as the essential coincident de- 
inand data is unobtainable. Follow- 
ing the not unreasonable assumption 
that the coincident demands follow a 
seasonal curve fairly similar to the 
sum of the noncoincident demands 
shown, it appears that 70 per cent of 
the demand occurs at seasonal system 
peak. The remaining 30 per cent 
must be thought of as a measure of 
the maximum extent of demand in- 
versely associated with peak responsi- 
bility. The area of the curve above 
the base load thereafter represents the 
number of units (noncoincident kilo- 
watts) among which any benefit may 
be distributed in a reduction per unit. 
From the shape of this curve only 
about 10 per cent of the total units 
would be directly benefited and if 
spread over all of the noncoincident 
demand kilowatts the reduction would 
be rather inconsiderable. The present 
schedule generally recognizes as off- 
peak months, all other than November, 
December, January, and February. 
The recognition of so called “peak 
responsibility” is at best a complex ap- 
proximation. The theory is contro- 
versial and has been challenged as eco- 
nomically inequitable. In this case, 
discussion has overstressed the coin- 
cident load at the exact time of sys- 
tem peak, and efforts have been made 
to fix this as closely as possible, by 
estimates of various sorts. It seemed 
to be felt that such a determination 
was all that was necessary in order to 
apply a factor of diversity to derive 
the demand charge. On a rigid con- 


ception of the manner in which the 
problem has been attacked, there 
would be no demand charge for the 
members of this group for the entire 
year, if they confined their load to 
their private plants during the day and 
hour of the system peak. Their ag- 
gregate load was not large enough to 
shift the system peak shown on the 
daily load curve exhibit. 

Not only must consideration be 
given to month-by-month variations 
in usage to equitably evaluate the in- 
fluence of seasonal peak costs as be- 
tween different classes of customers, 
with adjustments for hourly varia- 
tions in the daily load curves, but it is 
apparent that one year’s experience 
alone is inadequate from which to 
draw conclusions of sufficient reliabil- 
ity to warrant advocating a drastic de- 
parture from contemporary rates. 

Granted the natural trend of use of 
this class is toward seasonal off-peak 
periods, there can be no assurance that 
all individuals will observe this, and 
that local operation may not be ad- 
versely affected as a result. 

A certain class of customers use no 
energy at all, or very little, until the 
last few months of their contract year, 
their entire annual use being concen- 
trated in a short period. It would ap- 
pear that these customers refrained 
from using or restricted their use of 
energy, as an economic precaution, so 
that if a breakdown occurred, their 
“guarantee” payment would meet the 
cost of energy then used. As the end 
of their contract year approached, no 
breakdown having occurred, it was 
necessary to use energy to absorb the 
“guarantee” credit accumulated, or 
else forfeit it. 

The amount of energy so used is 
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sufficiently large and clusters at a time 
which distorts the annual load curve 
of the group, the use being artificial 
in the sense that it does not follow a 
naturally fixed cycle, such as heating 
season or varying time of nightfall. 
Considering now such daily off-peak 
characteristics as may be disclosed in 
the record it should be noted that in 
the present schedule, the winter peak 
period to be avoided under restricted 
or off-peak service classifications is 
variously from three to four months’ 
duration, and the daily peak avoid- 
ance periods are from 3 to 5 hours 
long,—from 4 P. M. to 7 P. M.; to 
8 P. M. and to 9 P. M., according 
to contract. It is apparent from the 


testimony and underlying data that in 
general, as the requirements of steam 
for building heating in winter fall to 
a point where it is uneconomical to 


operate the private electrical plant, 
the electrical load is transferred to 
the companies’ service. The heating 
load on the boilers can usually be re- 
duced some time before the bulk of 
the occupants leave an office building 
at the end of a business day, as the 
stored heat in radiators and structure 
has a carryover capacity, but the light- 
ing requirements continue and are re- 
duced more slowly. It is obvious that 
the heaviest auxiliary loads imposed 
on the companies’ service under these 
conditions is at the time of evening 
transfer, thereafter becoming lighter. 
The maximum load or, at least the 
greater part of it, is thus within the 
peak period usually recognized in 
contracts containing specific off-peak 
provisions. Exhibit No. 56 greatly 
exaggerates the daily off-peak trend 
it purports to show, by treating max- 
imum demands as if sustained con- 
16 P.U.R.(N.S.) 


tinuously during each individual’s en. 
tire period of use. Scrutiny of the 
kilowatt hours related to these de- 
mands indicates that there must have 
been relatively short daily peak peri- 
ods with much lower rates of use for 
the balance of the time. Other dis- 
torting errors detract from the off- 
peak trend, and no data was present- 
ed to show that the limited number 
of customers of this exhibit were rep- 
resentative of the entire group. 


Demand rates. 

The fundamental character of de- 
mand use by the class of customers 
represented in this hearing, when 
stripped of the effects caused by the 
guarantee form of contract now in 
effect for them, is not shown by the 
exhibits or testimony in this case to be 
sufficiently different from that of the 
much greater number of firm service 
customers of generally like character 
now served under service classifica- 
tions containing the $30 demand rate, 
to draw any material distinction be- 
tween them, off-peak and diversity 
characteristics of the demand use of 
the petitioning group notwithstand- 
ing. 

The very real potentiality always 
exists that the shortage of fuel, 
strikes, disruption of transportation 
facilities, and similar general con- 
tingencies may impose the full de- 
mand, this hazard counteracting other 
favorable characteristics of the load 
served. We have experienced both 
fuel famine and building service 
strike situations, which may not have 
been serious but point the possibili- 
ties. 

Our conclusions take cognizance of 
such influences of diversity and the 
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off-peak character of use as may be 
derived from the underlying data, 
and are not restricted to the presenta- 
tions in testimony and by exhibits, 
which are to a considerable extent 
founded on conflicting conceptions of 
the same thing by different individ- 
uals, and incomplete, nonrepresenta- 
tive or otherwise unreliable data. 

This criticism applies rather gen- 
erally to a serious proportion of the 
technical argument on all of the other 
technical factors entering, which sit- 
uation compelled the weighting of the 
influences independently of the pres- 
entations. 

It is our opinion that the contract- 
ed-for demand is properly chargeable 
at the rate of $18 per kilowatt of 
capacity per year as a minimum pay- 
ment for standby, applied as a month- 
ly charge of $1.50 per kilowatt. 

For every kilowatt of maximum 
demand associated with energy actu- 
ally used, in our judgment, the charge 
per month should be $1 per kilowatt 
in addition to the standby capacity 
charge. 

It will be seen that in the range of 
actual use, the combination of the 
standby charge to the consumer for 
having reserved for his own use in 
constant and immediate readiness to 
serve, certain tangible material facili- 
ties to convey energy, at the rate of 
$1.50 per unit of such physical ca- 
pacity to convey, plus the charge of 
$1 for every unit related to the actual 
flow of the energy, when and if it 
takes place, through these facilities, 
together amount to $2.50 per kilowatt 
per month, spoken of as the “basic 
charge” in this case, or $30 per year. 
This basic demand rate, or more pre- 
cisely the figures underlying it, are 


not subject to review in this action, 
as this would reopen the entire sub- 
ject for all the rates recently put in 
effect. To the extent that it was per- 
mitted for those rates, to the same ex- 
tent is the underlying material permit- 
ted to continue as reformed to meet 
the factors bearing on this decision. 
Energy rates. 

The breakdown and _ auxiliary 
group, considering the relatively small 
number of individuals (239) com- 
prising it, is indicated from the record 
as extending over as widely a varied 
field of consumers in type and size as 
the general nonresidential consumers 
at large. Its auxiliary use character- 
istics under usual conditions are more 
erratic, beyond which there previous- 
ly existed heavy usages at irregular 
intervals to absorb credits, unrelated 
to normal use and acting to distort 
use-factors computed from the statis- 
tics of record. Beyond this, the ele- 
ments of chance as influencing break- 
down use introduce _ eccentricities 
which preclude rigid mathematical 
evaluation. 

It is interesting to here note that 
the complainants attempt to dismiss 
the question of submetering as incon- 
sequential, whereas tax-remission cer- 
tificates filed under affidavits with the 
Federal government indicate that 
about 60 per cent of the energy pur- 
chased by submeterers as a whole is 
resold. Approximately 50 per cent 
of the energy purchases by 239 
breakdown customers are made by 61 
private plant operators who are re- 
ported to resell energy (Commission 
Exhibit No. 57). 

It has been stressed by the com- 
plainants that electricity is a by-prod- 
uct with them in most cases, as the 
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fuel is burnt primarily to produce 
steam for heating, which flows 
through the generator engines and 
turbines incidentally, the energy, when 
giving effect to the heating value of 
the steam, costing them much less 
than the companies’ cost of energy— 
and this without an elaborate and ex- 
pensive transmission and distribution 
system. To cap this, the breakdown 
and auxiliary customers, on their own 
admission, charge rates identical or 
practically so, with these of the re- 
spondents, for this energy. The prof- 
itable character of this sale is readily 
apparent, and yet they would have us 
believe this is not a business, and in 
fact have said they dispose of this 
energy on a share-cost basis with 
their tenants. 

As the question of submetering is 
still before the Commission, it is not 
desired in this case to make a decision 
involving that factor and in the sched- 
ule filed by the companies, no distinc- 
tion was made as to whether the en- 
ergy used was resold or not. It is 
determined, therefore, that the com- 
panies in filing schedules in conform- 
ance with the findings herein made, 
shall file a schedule of energy rates 
which does not contain any considera- 
tion of the factor of submetering and 
shall not exceed the energy rate in the 
superseded schedule. 


Summary of Conclusions 


Objection No. 1—Prohibition of 
parallel operation of private plants 
with the utility service. 

In our opinion the respondents are 
within their rights in denying con- 
sumers the privilege of operating pri- 
vate plants in parallel with the utility 
service. 


No part of a system connected to 
a private plant should, in our opinion, 
be permitted to operate on the com- 
panies’ system at the same time that 
another part is being supplied by the 
private plant, unless supplied solely 
by the companies as segregated sery- 
ice. 


Objection No. 2—Limitation of 
the contracted-for demand to the ca- 
pacity of the private plant. 

It is our judgment that the re. 
spondents should not only continue 
their policy, but require installation 
of equipment to positively prevent 
contracted-for demand being exceeded 
except to private plant operators who 
do not sell electrical energy and who 
should be granted unlimited standard 
service, and nonstandard service ac- 
cording to present practice. 


Objection No. 3—Restriction of 
direct current demand against in- 
crease beyond 

(a) Existing demands. 

(b) Any reduced amount subse- 
quently established by a change in 
contract. 

The published rules and regulations 
of the companies do not support the 
restrictions objected to, but we feel 
that opportunity should be now given 
to private plant operators to contract 
for the maximum demand they ever 
expect to need, within system capaci- 
ties, and that thereafter they should 
never be permitted to exceed this in- 
itially contracted-for maximum. Sub- 
sequent to any reduction, our opinion 
is that on six months’ notice, restora- 
tion should be permitted within ca- 
pacity limitations of the system at 
completion of any changeover in prog- 
ress at the time application is made. 
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Objection No. 4—Establishment as 
the contracted demand, for the entire 
contract year, of the highest demand 
reached in excess of the originally 
contracted-for demand, thereby mak- 
ing. such excess subject to a retroac- 
tive charge. 

The objection is valid and should 
be sustained. Our proposal is that 
the occasion of an exceeded contract- 
ed-for demand should establish a new 
contract year at the excessive demand 
reached, for the month of occurrence 
and the succeeding twelve months. 


Objection No. 5—Termination of 
existing contracts before date of ex- 
piration without granting credit for, 
or affording opportunity to use with- 
out cost, the energy which in some 
cases could have been used without 
charge under such contracts to the 
limit of demand payments already 
made. 

It is our belief that permission to 
exhaust “credits” should be ordered 
granted, such credits to be used by 
consumption of energy and demand 
within a period of four months after 
the date of the order. 


Objection No. 6—The increase of 
the basic demand rate from $24 per 
kilowatt per year to $30 per kilowatt 
per year. 

This increase is believed justified 
as nondiscriminatory in relation to 
actually used demand. It is the same 
basic rate now in effect for a much 
larger number of customers having 
essentially similar use characteristics. 


Objection No. 7—The “method of 
rating the demand” which resolves in- 
to three items: 


(a) Use of contracted-for demand 


instead of actually used demand as a 
basis of rating. 

This method is sustained as sound 
and correct in principle, and is based 
on a specific obligation imposed by the 
consumer. 


(b) Full charge for the contracted- 
for demand, whether used or not. 

Contracted-for demand we consid- 
er fully chargeable as a mutual mini- 
mum annual contractual standby com- 
mitment at the rate of $18 per kilo- 
watt of capacity per year, applied as 
a monthly charge of $1.50 per kilo- 
watt of capacity, whether used or not. 

Every kilowatt of demand actually 
used we deem subject to a charge of 
$1 per kilowatt of maximum demand 
in addition to the standby charge. 


(c) Withdrawal of privilege of us- 
ing without charge energy and actual 
demand to an amount which when 
computed at the base contract rates 
would equal the annually contracted- 
for demand payment, the latter being 
essentially a minimum annual guar- 
antee. 

No reason for extending this privi- 
ege exists under the hereinbefore de- 
scribed demand charges. All energy 
used is properly subject to an addi- 
tional charge, and the objection 
should be denied. 


Objection No. 8—Alleged lack of 
recognition in both demand and ener- 
gy components of the rate of 


(a) The off-peak character of use. 
This characteristic cannot be de- 
nied, but its effect has relatively little 
significance when weighted with other 


factors. The rates we advocate as to 
demand give consideration to this. 
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(b) The diversity factor of use. 

Diversity is so obscured by arti- 
ficial and disappearing influences that 
our findings can only be used to tem- 
per engineering judgment. In recon- 
ciliation of the many complexities 
and anticipated changes in character- 
istics of use, we have expressed our 
opinion concretely by advocating a 
rate and form for the demand charge. 


Energy rates. 

The rates to be charged for the 
peculiar class of service under discus- 
sion have been at all times in the past 
fixed in the form of a 2-part rate, 
one part being the demand charge and 
the other the charge for energy actu- 
ally consumed. 

The only evidence of the value of 
the property of the companies used in 
the furnishing of the service, was that 
offered by the companies. Necessa- 
rily it is unsatisfactory. Without a 
rate case, involving the entire prop- 
erty and operating costs of the com- 
panies and a proper segregation of the 
property used in furnishing the break- 
down service, it is impossible to arrive 
at the proper rates to be applied to the 
breakdown schedules. A number of 
hearings were devoted, however, to 
the demand part of the rate and vari- 
ous proposals were subjected to ex- 
amination and _ cross-examination. 
This has been discussed at length un- 
der Objection No. 8 and a suggested 
demand rate outlined. 

The companies should file energy 
rates which shall not exceed the ener- 
gy rates in the suspended schedule. 

As to the schedule of rates general- 
ly, it must be understood that the 
Commission does not find that such 
rates or either the demand or energy 
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parts thereof are just and reasonable, 
nor that the action of the Commission 
in allowing such rates to become ef. 
fective, if such should be the case, has 
any relation to any other schedule not 
before the Commission in the present 
proceedings. 

The company should file on or be- 
fore August 15th to become effective 
September 15, 1936, schedules em- 
bodying the various recommendations 
of this memorandum. 


On Further Hearing 


Ma tsiz, Chairman: Applications 
have been made for the suspension of 
the rate schedules recently filed by the 
companies affected by this proceeding 
in response to instructions from the 
Commission that revised schedules 
should be submitted in accordance 
with the memorandum of the Chair- 
man dated July 23, 1936, upon which 
the Commission acted August 12, 
1936. 

The history of this proceeding 
briefly summarized is as follows: Up- 
on May 23, 1935, the companies sub- 
mitted new schedules to the Commis- 
sion relating to breakdown and auxil- 
iary service as well as other classifica- 
tions. Hearings were held and there 
were later filed revised schedules to be- 
come effective August 1, 1935. 

Upon September 25, 1935, the 
Commission suspended the service 
classification relating to breakdown 
and auxiliary service in order to give 
the representatives of private plants 
an opportunity to be heard. The 
companies were asked to justify the 
new rates and those appearing were 
given full opportunity to reply. Six- 
teen hearings were held and the testi- 
mony was closed upon February 26, 
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1936, after all testimony which any- 
one desired to present had been sub- 
mitted. The record consists of 1618 
pages of stenographic minutes and 57 
exhibits. 

Thereafter, the record and analysis 
submitted by the presiding commis- 
sioner were carefully considered. Up- 
on August 12, 1936, the Commission 
directed the companies to submit new 
schedules in accordance with the con- 
clusions set forth in a memorandum 
of the Chairman dated July 23, 1936. 

The companies filed upon August 
31, 1936, certain proposed schedules 
to become effective October Ist. Sev- 
eral changes were suggested by the 
staff of the Commission, and upon 
September 15, 1936, the companies 
filed new schedules and asked that 
they become effective October Ist. 
These schedules were again examined 
by the staff of the Commission and 
we were advised that they were in ac- 
cord with our determination. 

Although the opinion of the Chair- 
man was acted upon August 12th, no 
requests or applications for rehearing 
or suspension of the new schedules 
were made until September 24, 1936. 
In response to requests, the Commis- 
sion upon October 9, 1936, heard 
those desiring to appear as to whether 
the schedules filed were in accord with 
the memorandum of the Chairman. 
Several points were mentioned but it 
appeared that the criticisms in the 
main were without foundation and 
that a fair interpretation of the 
schedules would permit the very 
things which the complainants main- 
tained they should he allowed to do. 
At the close of this session, those de- 
siring to submit changes in schedules 
were requested to do so, but it was 
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not until October 22nd that anything 
was submitted. 

The Commission also received pe- 
titions asking that the schedules be 
suspended indefinitely or until the 
company had proved to the satisfac- 
tion of the Commission that the de- 
mand and energy rates contained in 
the new schedules were just and rea- 
sonable. It was alleged that the bur- 
den of proof was upon the companies 
and that until they had demonstrated 
beyond a doubt that their rates were 
reasonable, they should not be allowed 
to become effective. 

[17] Regarding these applications, 
it should first be noted that sixteen 
months have elapsed between the date 
of the first submission and October 1, 
1936, the effective date of the sched- 
ules under consideration. The power 
to suspend rates given to the Com- 
mission by statute is limited to ten 
months. Companies have permitted 
the suspension period to continue 
when a case was proceeding as rapid- 
ly as possible and a conclusion could 
not be reached within the statutory 
period; but the Commission has no 
power to compel a suspension beyond 
the 10-months’ period. More than 
ten months has already elapsed, even 
if we disregard the period prior to 
August 1, 1935 when the suspended 
schedules would have become effective 
had not the Commission passed a sus- 
pension order. 

The Public Service Law clearly pro- 
vides that the burden of proof is up- 
on a company whenever its rates are 
challenged to show that the rates are 
just and reasonable. But the power 
to suspend is limited to a 10-months’ 
period, and if a company were to 
stand upon its statutory rights and 
16 P.U.R.(N.S.) 
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‘insist that at the end of ten months 
the schedule suspended should go into 
force even though the proceeding had 
not been concluded, it does not seem 
that the Commission could suspend 
the schedule for a further period or 
prevent the schedule becoming effec- 
tive even though the case had not been 
completed and the proof thus far sub- 
mitted had not been sufficient to en- 
able the Commission to determine 
what was a just and reasonable rate. 

Whether .the .Commission would 
have power to find that the suspended 
rates were unjust and unreasonable 
before the record was completed, and 
the company would not consent to an 
extension of the suspension period, is 
an interesting question; but it need not 
be discussed here as that question has 
not yet been raised. 

After giving full consideration to 
all that has been said in favor and 
against suspension of the schedules 
filed to become effective October 1, 
1936, we have reached the conclusion, 
particularly in view of the many 
months already spent upon this mat- 
ter, that the schedules should not be 
suspended even though the Commis- 
sion may have power to do so. We 
are, however, of the opinion that cer- 
tain modifications are necessary. 

[18] In the opinion of the Chair- 
man upon which action was taken by 
the Commission, it was stated that any 
consumer should be permitted to seg- 
regate any part of his wiring and con- 
nect it to the central station company. 
That conclusion is unchanged. But 
it was also provided that multiple- 
throw switching should not be con- 
tinued, that is, the private plant should 
be allowed to connect all of its plant 
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with the system of the central station 
company but not part by part.* 

We have concluded that this pro- 
vision should be modified. The Com- 
mission has not found that the de- 
mand charge or the energy rate was 
just and reasonable rates. The Com- 
mission has left these matters open 
for later determination when ‘it has 
sufficient evidence to determine what 
is a fair demand charge. and what is 
a.fair energy charge. We believe that 
a final decision upon multiple switch- 
ing should be left open. The sched- 
ule should, therefore, be modified to 
permit a consumer to connect any 
unsegregated part or all of his plant 
to the central station system as and 
when he desires. When there is suffi- 
cient proof to decide upon reasonable 
demand and energy charges or when 
it is considered proper to make a 
change as to multiple switching, final 
rulings should be made. In other 
words, the Commission holds that 
multiple switching should be permitted 
to continue, just as it holds that the 
demand and energy rates in the new 
schedules may continue each without 
prejudice to action by the Commis- 
sion at any time. 

Weare also of the opinion that not- 
withstanding that private plants have 
been on notice of the possibility of a 
change in the rates and conditions of 
service for over fifteen months, the 
effective date of the new rates should 
be made November Ist. As multiple- 
throw switching is to be continued, 
there is not the necessity for addi- 
tional notice for which the petition- 
ers have argued upon the basis that 
a practice which has been continued 





4See ante, p. 126. 
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for so long should not be interrupted 
on short notice. 

[19] Representations have been 
made to the Commission that hospitals 
and other institutions like the Federal 
Reserve Bank should be provided with 
connections to central station systems 
in order that if an emergency arose, 
it would be possible instantly to con- 
nect these institutions with a central 
station. Where a continuous supply 
is so vital to life and safety as in the 
case of the institutions named, we are 


of the opinion that an emergency con- 
nection should be provided; but such 
emergency connections should not be 
available except under the most un- 
usual conditions and would be entire- 
ly different from the ordinary break- 
down and auxiliary service. No at- 
tempt to deal with such a service need 
be attempted in the schedules now be- 
ing considered. This matter will be 
taken up with the companies later if 
the institutions named so desire. 
All concur. 





UNITED STATES DISTRICT COURT, S. D. FLORIDA 


Florida Power & Light Company 


City of Ninn’ et al. 


(— F. Supp. —.) 


Valuation, § 234 — Converting substation — Place of use of current — Alloca- 


tion of property. 


1. A substation owned by a power company and used to convert current 
sold within municipal limits to a street railway company for railway opera- 
tions, both inside and outside of municipal limits, may properly be allocated 
partly to operations within the municipality for the purpose of testing 
ordinance rates instead of being included entirely in the rate base, p. 161. 


Revenues, § 5 — Allocation — Service outside of area. 


2. Only a part of the revenues from sales of current to a street railway 
should be allocated to operations within a municipality, when, because of 
railway operations both within and without the municipality, only a part 
of the property used to serve the street railway is allocated to the munic- 
ipality for the purpose of testing ordinance rates in the municipality, p. 


161. 
Valuation, § 371 — Good will. 


3. Good will, although in some instances properly considered in establish- 
ing sales value, is not proper and is confusing when employed in establish- 


ing a rate base, p. 162. 


Valuation, § 331 — Going concern value — Necessity of proving. 
4. All claims for going concern value should be disregarded, in determining 
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a rate base, when the one who attacks rates as confiscatory and has the 
burden to establish his contention produces no evidence to sustain a claim 


for going concern, p. 162. 


Valuation, § 233.1 — Property necessary in municipality — Part of electric system, 
5. Such part of an interconnected electric system should be allocated to the 
rate base within a municipality as is necessary to produce a firming power, 
if firming power be necessary, provided, however, that there should be 
allocated as a part of such rate base no more in value than it would cost 
to construct the necessary firming power plant in the municipality as an 
adjunct to the existing plant, p. 164. 


Valuation, § 330 — Going concern — Definition. 
Definition by Federal court of going concern value as distinguished from 


bare bones plant, p. 162. 


Valuation, § 371 — Good will — Definition. 
Discussion by Federal court of the elements of good will, p. 163. 
Valuation, § 371 — Good will — Source — Capital invested — Operating cost. 


Statement that to the extent that good will shall have been paid for by 
capital invested, it becomes a part of the rate base, while to the extent 
that good will shall have been acquired as a part of the operating cost and 
so charged, it should not become a part of the rate base, p. 163, 


[October 19, 1936.] 


S77 by electric utility company to restrain enforcement of 
municipal rate ordinance; dismissed. 


Barrett, District Judge: On 
March 3, 1925, the city of Miami 
adopted Ordinance No. 350, which in 
form was a contract with the Miami 
Electric Light & Power Company and 
in which was set forth certain rates 
to be charged by the company. Sub- 
sequently, on December 31, 1925, said 
power company assigned its rights un- 
der the contract to the Florida Power 
& Light Company, which assignment 
was approved by the city. 

On February 23, 1933, said city 
passed Ordinance No. 1066 providing 
different rates. 

The power company attacks this 
latter ordinance upon the grounds: 
(1) that Ordinance No. 350 formed 
a binding contract and could not be 
altered at the instance of one party 
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thereto, the city, and (2) that even if 
Ordinance No. 350 did not create a 
binding contract the Ordinance No. 
1066 is confiscatory and, therefore, 
void. This suit by the power com- 
pany was instituted on March 15, 
1933. 

Reference was had to a master and 
after protracted hearings and argu- 
ment his report, which evidences great 
diligence and fairness, was filed on 
April 4, 1936. Thereafter, on June 
18, 1936, oral argument was had be- 
fore this court on exceptions to said 
report, and later briefs were filed by 
opposing counsel. 

Under Equity Rule 614 it is pro- 
vided : 

“ . . the report of the master 
shall be treated as presumptively cor- 
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rect, but shall be subject to review by 
the court, and the court may adopt 
the same, or may modify or reject 
the same in whole or in part when the 
court, in the exercise of its judgment, 
is fully satisfied that error has been 
committed. Re 

All exceptions by the plaintiff or 
the defendants are overruled except 
as specifically stated hereinafter to the 
contrary.? 

The master’s report is hereby con- 
firmed and adopted as correct findings 
of fact and conclusions of law except 
as hereinafter specifically stated to the 
contrary. 

1. Plaintiff’s exception 1 is over- 
ruled. While it is claimed by the 
plaintiff that the master intended to 
adopt Carhart’s figures and by error 
adopted Preston’s—and this seeming 
inadvertence is admitted apparently 


by the defendants—it does not so 
seem to me, for the reason that the 
utilization of the figures $183,861 is 
fully discussed and justified by the 
master in his report, § 36. 

[1,2] 2. Plaintiff’s exception 3 is 
overruled.* The substation belongs to 
the power company. It was necessary 
to have that in order to convert the 
alternating current so as to find a pur- 
chaser for this current. Inasmuch as 
part of this current sold was used for 
operating a street railway in part out- 
side of Miami it is not apparent that 
it was unauthorized or unfair to use 
for allocation purposes the percentage 
as employed by the master. It is man- 
ifest that there should be a correction 
in estimating the gross income because 
of the allocation of only a part of the 
cost of this substation to Miami. That 


is not involved in this particular ex- 





1Editor’s note-—The master, in that part 
of his report which was sustained by the 
Federal court without discussion, held that 
the city of Miami was not precluded by the 
earlier franchise from fixing rates by the 
later ordinance. The master, on the authority 
of Tampa v. Tampa Water Works Co. (1903) 
45 Fla. 600, 34 So. 631; Tampa Waterworks 
Co. v. Tampa (1905) 199 U. % 241, 50 L. ed. 
170, 26 S. Ct. 23, and Southern Utilities Co. 
v. Palatka, 268 U. S. 232, 69 L. ed. 930, 
P.U.R.1925D, 105, 45 S. Ct. 488, found as 
a matter of law as follows: 

“1, When the defendant, city of Miami, in 
1925, adopted Ordinance No. 350 it had no 
power to bind itself by the contractual pro- 
visions of § VII of said ordinance purporting 
to establish a rate base and providing for a 
rate of return to the plaintiff, thereby suspend- 
ing the defendant’s power to regulate rates and 
hence the provisions of said § VII were not 
binding on the city. 

“2. The charter Mi the city of Miami, from 
and after 1921, empowered the city by § 3(k) 
of said charter to regulate electric rates and 
that power remained unimpa ired when the 
defendant city enacted in 1933 the rate ordi- 
nance No. 1066 under attack by the plaintiff 
in this case.’ 

The master also made numerous rulings on 
various questions of fact and of law. The 
master recommended. that the temporary in- 
junction be dissolved; that unless the court 


[11] 
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should sustain the defendant’s theory, the bill 
should be dismissed without prejudice or the 
court should retain jurisdiction of the case so 
that the plaintiff's application might be re- 
newed after a trial of the rates prescribed by 
Ordinance 1066; and that unless the court 
should sustain the plaintiff’s allocation theory, 
the bill should be dismissed absolutely. 

2 Editor’s Note.—Plaintiff excepted to a 
finding that only 62.4 per cent of a railway 
converting substation should be allocated to 
Miami, which resulted in a deduction of 
$43,807 from plaintiff's valuation, for the 
reason that (assuming, but denying in a later 
exception, that only a part of such substation 
should be allocated to Miami) a corresponding 
allocation of revenues received from the use 
of such property should be made in the event 
the master’s allocation of this substation were 
held proper and there was no indication in 
the report of the master that such allocation 
of revenues had been made. It was contended 
that the evidence in the record was uncontro- 
verted that the railway converting substation 
was used solely in connection with the delivery 
of electric energy to a street railway, a cus- 
tomer of the company, at a point in Miami; 
that all revenue received from the street rail- 
way company for this current was included 
in the revenues of the plaintitf applicable to 
Miami; and that for these reasons such rail- 
way converting substation had been allocated 
in its entirety to Miami. 


16 P.U.R.(N.S.) 





UNITED STATES DISTRICT COURT 


ception but is covered by exception 13, 
which is hereinafter sustained. This 
would result in an average reduction 
for 1933 and 1934 of $23,849. 

3. Plaintiff’s exception 13 is sus- 
tained.® 

4. Plaintiff's exception 15 is over- 
ruled * except as modified by the rul- 
ing sustaining exception 13. 

5. Plaintiff’s exception 39 is sus- 
tained to the extent covered by the 
ruling in sustaining exception 13 and 
no further. 

[3,4] 6. Plaintiff's exception 69 
(going concern value). The excep- 
tion, complaining that the master al- 
lowed only $1,000,000 as the “going 
concern value,” is overruled for the 
reasons hereinafter stated. 

Defendants’ exception complains, 
among other grounds, of the separate 
allowance of $1,000,000 for the value 
as a “going concern” in this language: 


“3. A separate allowance for going 
value, in the light of property values 
accepted and allowances made by the 
master, violates established principles 
of law.” 

The criticism of this exception 
(among others) as being too indefi- 
nite may have merit, but I have con- 
cluded that it is best to overlook such 
defect, if it exists, and to deal with 
the subject at some length. 

“Going concern” and “good will” 


are frequently used as synonymous, 
In some instances, as in establishing 
sales value, it is proper to consider 
this as an element of value. It is not 
proper and is confusing when em- 
ployed in establishing a rate base, 
Des Moines Gas Co. v. Des Moines, 
238 U. S. 153, 165, 59 L. ed. 1244, 
P.U.R.1915D, 577, 584, 35 S. Ct. 
811. 

The second headnote in this case 
reads: 

“Good will, in the sense generally 
used as indicating that element of val- 
ue which inheres in the fixed and 
favorable consideration of customers 
arising from an established and well 
known and well conducted business, 
has no place in the fixing of valuation 
for the purpose of rate making of pub- 
lic service corporations. Willcox v. 
Consolidated Gas Co. (1909) 212 U. 
S. 19, 53 L. ed. 382, 29 S. Ct. 192, 
48 L.R.A.(N.S.) 1134, 15 Ann. Cas. 
1034.” 

A “going concern” as distinguished 
from a “bare bones”’ plant consists of 
all the units of the plant so set up and 
interconnected and its organization so 
developed as to at once function and 
deliver the product it was planned to 
produce. Or, as stated in Des Moines 
Gas Co. v. Des Moines, supra, at p. 
165 of 238 U. S. (P.U.R.1915D, at 
p. 584): 

“Included in going value as usual- 





8 Editor’s note —Plaintiff’s exception 13 ex- 
cepts to a finding adopting the gross revenues 
for the plaintiff for the years 1933 and 1934 
without adjustment to reflect a deduction of 
revenues comparable to the allocation of only 
62.4 per cent of the railway converting sub- 
station to Miami. 

4 Editor’s note.—Plaintiff’s exception 15 ex- 
cepts to a finding making an allowance for 
annual depreciation expense amounting to 2% 
per cent of the rate base as adjusted by the 
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master, for the reason that the master had 
based his determination of 23 per cent upon 
the relation between the sum of $444,088 for 
this expense as claimed by the plaintiff and 
the plaintiffs present value rate base, $19, 
149,769, including such nondepreciable items 
as land, organization expense, working capital, 
materials and supplies, going concern value, 
and transportation equipment (plaintiff had 
included depreciation on transportation equip- 
ment in operating expenses) as adjusted by 
the master. 
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ty reckoned is the investment neces- 
‘sary to organizing and establishing the 
business which is not embraced in the 
walue of its actual physical property.” 

“Good will’ consists or may consist 
of anumber of elements, among which 
are trained personnel, cordial coOper- 
ation among officials and employees, 
popularity, customers, wisely located 
pipes or wires, and any quality or 
practice that attaches customers and 
serves to increase their number. To 
the extent that such “good will’ shall 
have been paid for by “capital invest- 
ed” it becomes a part of the rate base. 
To the extent that such “good will” 
shall have been acquired as a part of 
the “operating cost” and so charged it 
should not become a part of the rate 
base. The fairness of this rule is 
made obvious by considering the re- 
sult that would follow with a prosper- 
ous plant by the application of an op- 
posing rule. A rate fixed on the origi- 
nal rate base—capital invested—en- 
ables from its earnings additions to its 
sale value in the form of “good will.” 
A purchaser, or even the original own- 
er, would ask for larger rates because 
of a larger rate base. Thus would a 
community whose payments had en- 
abled prosperity be called on to pay 
higher rates because it had paid suff- 
ciently high rates to enable prosperity. 
And thus would a constant increase 
in rates be urged. 

There is no testimony disclosing 
just how much of the “going concern 
value” of the $1,000,000 represented 
capital investment, if any, and what 
part of it resulted from operating 
costs. So far as I have been able to 
ascertain the master relied entirely 
upon the fact that this $1,000,000 was 
incorporated in the contract Ordi- 
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nance No. 350. He dealt with’ this in 
rebuttal of the claim ofthe plaintiff 
that this going concern ‘value should 
be ‘incréased ‘to !from *$1,800,000 to 
$2,200,000, ‘and: argued that because 
the plaintiff: had:agreed that that was 
the -value‘as:a:going concern in 1925 
and there .wasino evidence of addition- 
al capital'having been put in since that 
time there could be no warranted 
claim for any increase. I do not find 
that he has dealt with the contention 
of the defendants that this item of 
$1,000,000 should not have been in- 
corporated at all for the reason that 
there was no testimony to support it 
other than the alleged contract under 
Ordinance No. 350, which contract as 
to the fixing of the rate base and rates 
to be charged has been declared in- 
valid. 

Inasmuch as the burden is upon the 
plaintiff to establish the illegality of 
the rate incorporated in Ordinance 
No. 1066 and inasmuch as there is no 
evidence (unless the incorporation in 
Ordinance No. 350 be evidence) to 
sustain the $1,000,000 value defend- 
ants contended that all claims for “go- 
ing concern’ should be disregarded. 
Under the testimony as submitted I 
think that such contention is sound. 


Conclusion 


It is hoped that the foregoing por- 
tions of this opinion justify the be- 
lief that the court has diligently striv- 
en to understand and to give full effect 
to the contention of the parties and to 
the testimony that has been so elabo- 
rately submitted. 

The conclusion of the court, after 
protracted study, is that the control- 
ling testimony as to confiscation comes 
within exceedingly narrow limits. 
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[5] First, in order to clarify some 
apparent misunderstanding the court 
advises that subsequent to the oral ar- 
gument in Augusta on June 18, 1936, 
and the submission of briefs a letter 
was addressed by the court to Mr. 
Charles A. Russell, special counsel for 
the city of Miami, containing, among 
others, this specific question: 

“My understanding is that in the 
argument before me you abandoned 
the contention hitherto made that any 
property outside of Miami which was 
used to produce electric power to be 
used in the city of Miami could not 
be considered a part of the rate base, 
and then took the position that any 
property used outside of the city to 
produce electricity used in the city 
could be used as a part of the rate base 
provided that the amount so incor- 
porated in the rate base would not 
be more than the cost of additions to 
the plant in Miami sufficient to pro- 
duce the required amount of elec- 
tricity. Am I correct in this under- 
standing?” 

Without abandonment of the posi- 
tion hitherto taken by the city, that 
the Miami steam plant was adequate, 
without any firming power, the an- 
swer to the said question was “yes.” 

The city of Miami is not concerned, 
so far as the issues involved in this 
case, as to how or where the electric 
power necessary to serve the city of 
Miami may be produced by the Flori- 
da Power & Light Company. It is 
not concerned whether the base power 
shall be furnished from outside the 
city and the Miami plant held merely 
as a firming plant or the reverse. It is 
quite conceivable that the power com- 
pany may find it economical and wise 
to adopt the former plan, as it de- 
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claredly has done. If by that means 
it could furnish the base power for 
less than it could produce it in Miami 
the power company would be entitled 
to the profit and Miami would have 
no right to complain. On the other 
hand, if it costs the power company 
more to so furnish such base power 
Miami should not be burdened with 
this overcost. What Miami is en- 
titled to as a rate base is the value of 
the Miami plant plus such supplemen- 
tary plant as may be necessary to pro- 
duce a firming power, if firming pow- 
er be necessary. The master has 
found, and this court has approved 
the finding, that there is need for firm- 
ing power. 

As evidenced by the above question 
and answer the city is quite content 
to include as a part of the rate base 
such portion of the interconnected sys- 
tem as is necessary for such pur- 
pose,—with this distinct proviso, that 
is, that there shall be allocated as a 
part of such rate base no more in 
value than it would cost to construct 
the necessary firming power plant in 
Miami as an adjunct to the existing 
plant. The city has produced testi- 
mony (testimony of C. F. Lambert, 
transcript, page 3633) to the effect 
that such firming plant could be con- 
structed for not exceeding $750,000. 
The burden is of course upon the 
plaintiff to prove the confiscatory na- 
ture of the rates. It follows, there- 
fore, that it was necessary for the 
plaintiff to prove what would be the 
cost of such firming plant, and this 
it has not done. 

I am not unmindful of the testi- 
mony as to the necessity of removing 
the 6,500 kilowatt unit while installing 
a larger unit, but that has not served 
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to convince me of the inaccuracy of 
the estimate of the city’s witness. 
Even after making the correction as 
to income indicated in the foregoing 
paragraphs 2 and 3, and even though 
this court be in error in dealing with 
the “going concern” value in the fore- 
going paragraph 6, the result would be 
that the plaintiff has not established 


that the rates provided by Ordinance 
No. 1066 are confiscatory and, there- 
fore, its prayers should be denied. 

In view of the above it is not 
deemed necessary to keep this case 
open for the purpose of having a test 
period. 

Let a decree be presented in accord- 
ance with this opinion. 





VERMONT SUPREME COURT, WINDHAM 


Re Trustees of Village of Westminster 


Re Boston & Maine Railroad et al. 


[No. 1102.] 
(— Vt. —, 187 Atl, 519.) 


Interstate commerce, § 4 — Powers of state — Local matters. 
1. A state, although prohibited from directly burdening the prosecution 
of interstate business, may legislate when the subject in hand is local and 
limited in character and operation, until Congress assumes control over it, 
so long as this does not unreasonably affect interstate traffic, p. 167. 


Interstate commerce, § 38 — Reasonableness of state regulation — Judicial ques- 


tions. 


2. The reasonableness of state regulation of local motor carrier transporta- 
tion by an interstate carrier is a judicial question, p. 167. 
Interstate commerce, § 28 — Burden on commerce — Burden of proof. 


3. The burden is upon an objecting party to show that state regulation of 
local motor carrier transportation operates to prejudice interstate trans- 


portation, p. 167. 


Interstate commerce, § 39 — Powers of states — Operation by interstate carrier. 
4. A state having power to forbid an interstate carrier to conduct intra- 
state business may grant permission to it to do so and may, therefore, order 
local service by an interstate motor carrier which is willing to render such 
service, notwithstanding objections by competing carriers, p. 167. 


Service, § 78 — Jurisdiction of Commission — Motor carriers — Interstate and 


intrastate service. 


5. The fact that a motor carrier is furnishing only interstate service does 
not of itself remove the carrier from the jurisdiction of the Public Service 
Commission as given by a statute authorizing a petition by municipal officials 
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for intrastate motor carrier service only when the carrier “is furnishing 


service” within the town, p. 168. 


Evidence, § 21 — Hearsay. 


6. Testimony by witnesses that in their opinion, based upon what they 
have heard people say, it is the general desire in certain communities that 
local service be rendered by an interstate motor carrier should be excluded 
by the Commission as hearsay, p. 168. 


[October 9, 1936.] 
_ from Commission order requiring intrastate service 


to be rendered by an interstate motor carrier; order 
reversed and cause remanded. 


Argued before Powers, C. J., and 
Slack, Moulton, Thompson, and Sher- 
burne, JJ. 

APPEARANCES: Homer L. Skeels, 
of Montpelier, for appellants; Ernest 
W. Gibson, Jr., of Brattleboro, for 
appellees. 


MouLtTon, Justice: The Bee Line, 


Inc., is an interstate carrier of pas- 
sengers, operating an automobile bus 
service from White River Junction, 
Vt., to points in Massachusetts. 
Southerly from Bellows Falls it pass- 
es through the villages of Westmins- 
ter, Putney, and Brattleboro. Having 
no certificate to do an intrastate busi- 
ness, it has had no right to carry pas- 
sengers between these points, although 
it has been enabled to transport per- 
sons from any one of them to Massa- 
chusetts or back again. Its route 
parallels the Boston & Maine Rail- 
road, which does both interstate and 
intrastate business, and has stations 
in the several villages above men- 
tioned. 

The trustees of the incorporated 
village of Westminster brought this 
petition to the Public Service Com- 
mission under the provisions of P. L. 
6115 to require the Bee Line to render 
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intrastate service between Bellows 
Falls and Westminster, and between 
Westminster, Putney, and Brattle- 
boro. The Bee Line appeared and 
professed itself willing to do so, and 
to arrange its schedule so as to suit 
the convenience of the different com- 
munities with regard to the transpor- 
tation of the school children herein- 
after mentioned. The Boston & 
Maine Railroad and the Boston & 
Maine Transportation Company ap- 
peared and moved to dismiss the peti- 
tion for certain jurisdictional reasons, 
but the motion was denied. After 
hearing and the filing of a finding of 
facts, the order was made, and the 
two last-mentioned companies have 
appealed and have filed a bill of excep- 
tions. 

An analysis of the motion to dis- 
miss as made before the Commission 
shows that its jurisdiction was chal- 
lenged for the following reasons: 

1. Because the Bee Line, Inc., is ex- 
clusively engaged in interstate trans- 
portation, there is no power to grant 
the order sought. 

2. Because the situation does not 
come within the provisions of P. L. 
6115, which permits such an order to 
be made only when the common car- 
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rier “is furnishing service” within the 
town, city, or village which brings the 
petition, or between that municipality 
and another within the state, the serv- 
ice thus referred to being claimed to 
mean intrastate transportation only. 
[1-4] 1. A state may not, in any 
form or in any guise, directly burden 
the prosecution of interstate business. 
Baldwin v. Seelig (1935) 294 U. S. 
511, 522, 79 L. ed. 1032, 55 S. Ct. 
497, 500, 101 A.L.R. 55, and cases 
cited. But this does not mean that no 
state action may be taken with ref- 
erence to those so engaged. “The 
paramount authority of Congress over 
the whole subject of interstate com- 
merce is, of course, admitted. But it 
is not everything that affects that com- 
merce that burdens it. The 
provision of the Federal Constitution 
covering the subject is not self-execut- 


ing, and, therefore, there are inciden- 
tal matters connected with it over 
which the states have a measure of 
authority until and unless Congress 


takes action thereon. The rule is that 
when the subject in hand is local and 
limited in character and operation, the 
state may legislate thereon until Con- 
gress assumes control over it. But 
when it is national in character, re- 
quiring uniformity throughout the 
country, the power of Congress is ex- 
clusive. But even this much 
power over the subject left to the state 
must be so exercised as not unreason- 
ably to affect interstate traffic.” State 
v. Caplan (1927) 100 Vt. 140, 156, 
135 Atl. 705, 711, and cases cited. So, 
in the interests of the public safety 
and welfare, a state may regulate mo- 
tor vehicles using its highways even 
though engaged in interstate transpor- 
tation, for the commerce clause of the 
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Federal Constitution (Art. 1, § 8, dl. 
3) is not a limitation upon the proper 
and reasonable exercise of the police 
power abiding in the state. State v. 
Caplan, supra; Interstate Busses 
Corp. v. Holyoke Street R. Co. 273 
U. S. 45, 52, 71 L. ed. 530, P.U.R. 
1927B, 46, 47 S. Ct. 298. In any 
event, the reasonableness of the regu- 
lation is a judicial question. Norfolk 
& W. R. Co. v. West Virginia Pub. 
Service Commission, 265 U. S. 70, 
74, 68 L. ed. 904, P.U.R.1924D, 709, 
44 S. Ct. 439. And the burden is 
upon the objecting party to show it 
operates to prejudice interstate trans- 
portation. Interstate Busses Corp. v. 
Holyoke Street R. Co. supra. With- 
out entering upon an extended dis- 
cussion of the many and various reg- 
ulations which have been held to be 
reasonable, it may be noted that a 
state may require an interstate carrier 
of passengers to obtain a license or 
certificate before engaging in intra- 
state business, and may prohibit it 
from doing so until such license or 
certificate has been obtained. Inter- 
state Busses Corp. v. Holyoke Street 
R. Co. supra; Railway Express Agen- 
cy v. Virginia, 282 U. S. 440, 444, 
75 L. ed. 450, P.U.R.1931B, 228, 51 
S. Ct. 201, 72 A.L.R. 102; Barrows 
v. Farnum’s Stage Lines (1926) 254 
Mass. 240, 150 N. E. 206; Haselton 
v. Interstate Stage Lines, 82 N. H. 
327, P.U.R.1926E, 424, 442, 133 Atl. 
451, 458, 47 A.L.R. 218. In the last 
case it is said that: “The deprivation 
of the potential profit which might be 
derived from conducting intrastate 
carriage as an incident to the defend- 
ant’s interstate business is not an in- 
terference with interstate commerce 
which infringes the commerce clause.” 
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If, therefore, a state may forbid an 
interstate carrier to conduct such in- 
trastate business, it may grant per- 
mission to it to do so. Whether an 
interstate carrier may be compelled, 
against its will, to render the service 
we need not consider, because in this 
proceeding the Bee Line has expressed 
its willingness to comply with the 
prayer of the petition, and by so do- 
ing has in effect joined in it. There 
is nothing in the record to show that 
the interstate transportation carried 
on by the Bee Line, or by the appel- 
lants, will be burdened by the car- 
riage of intrastate passengers between 
the villages in question; no evidence 
having been introduced upon this 
point by any party. It appears, there- 


fore, that the Public Service Commis- 
sion was not without jurisdiction for 
the first reason alleged in the motion 


to dismiss. 

[5] 2. The fact that P. L. 6115 
authorizes a petition only when the 
carrier “is furnishing service” within 
the town does not import the imposi- 
tion of an unconstitutional inter- 
ference with interstate commerce. 
Such a construction must be avoided, 
if possible (State v. Clement Natl. 
Bank [1911] 84 Vt. 167, 199, 78 Atl. 
944, Ann. Cas. 1912D, 22), and it 
can be easily done in this instance, for 
the statute must be taken to authorize 
not only control over carriers doing an 
intrastate business, but also the impo- 
sition of reasonable and unburden- 
some regulations upon those engaged 
in interstate transportation. The fact, 
therefore, that a carrier is furnishing 
service of the latter nature only does 
not of itself remove it from the juris- 
diction of the Public Service Commis- 
sion as given by the statute. The 
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only question is whether the control 
so exercised results in a direct bur- 
den upon interstate traffic, for a stat- 
utory provision not objectionable on 
its face may become unconstitutional 
because of its effect in operation. 
State v. Clement Natl. Bank, supra. 
This, however, is a question of fact, 
and so not for our consideration in 
passing upon the merits of the pres- 
ent motion. 

It follows that the motion to dis- 
miss was properly denied. 

[6] Several witnesses were permit- 
ted to testify that in their opinion, 
based upon what they had heard peo- 
ple say, it was the general desire in 
Westminster and Putney that local 
service should be rendered by the Bee 
Line. This evidence was received sub- 
ject to objection and exception by the 
appellants upon the ground of hear- 
say. That it is such is clear, and is 
not denied by the petitioners; but the 
ruling is claimed to be justified by 
what is said in Re New England Pow- 
er Corp. (1931) 103 Vt. 453, 459, 
P.U.R.1932A, 11, 15, 156 Atl. 390, 
392, that while the Public Service 
Commission “cannot dispense with 
those fundamental rules of evidence 
that are essential to a fair and impar- 
tial trial of the questions before it, yet 
from the purposes of its creation and 
the nature of its functions it is neces- 
sarily endowed with a liberal discre- 
tion in passing upon the competency 
of tendered evidence. Conse- 
quently, the admission by it of in- 
competent evidence is not necessarily 
reversible error.” That decision con- 
cerned the admission of an exhibit em- 
bodying a survey and valuation of the 
assets of a corporation, which was 
based in part upon the work of cer- 
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tain employees of the firm of account- 
ants of which the witness producing it 
was a member, according to a plan 
laid down by the witness, and it ap- 
peared that the work had been in- 
spected and checked by the witness, 
who was present during its progress 
and had opportunity to become some- 
what acquainted with it. As a matter 
of expediency, it was within the pow- 
er of the Commission to dispense with 
the testimony of the employees who 
actually did the work and compiled 
the survey. See Squires v. O’Connell 
(1916) 91 Vt. 35, 39, 99 Atl. 268. 
While it is true that the inquiry of 
the Commission “should not be too 
narrowly constrained by technical 
rules as to the admissibility of proof” 
(Interstate Commerce Commission v. 
Baird [1904] 194 U. S. 25, 44, 48 
L. ed. 860, 869, 24 S. Ct. 563, 569), 
its discretion in the reception of evi- 


dence has limits which have been ex- 
ceeded by the ruling in the instant 
case. The value of the challenged 
evidence depended, not upon the cred- 
it of the witnesses who testified, but 
upon that of the persons upon whose 
words they had formed the opinions 
they expressed, who were not on oath 
before the Commission, and were not 
subject to the test of cross-examina- 
tion, which is the determinative rea- 
son for the rule that excludes hear- 
say. 1 Greenleaf on Evidence (16th 
Ed.) Pars. 98, 99, pp. 182-185. The 
ruling of the Commission violated a 
fundamental principle of evidence 
which was essential to a fair and im- 
partial trial, and requires a reversal. 

It is unnecessary to consider the 
other questions raised. 

Order reversed, and cause remand- 
ed. Let the result be certified to the 
Public Service Commission, 
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Owl Protective Company, Incorporated 


Public Service Commission of Pennsylvania 


(— Pa. Super. Ct. —, 187 Atl. 229.) 


Franchises, § 16 — Commission jurisdiction — Rights of telephone company. 
1. The Commission, in passing upon a complaint against a telephone com- 
pany for refusal to lease wires, when the refusal is based upon the lack 
of right of the complainant to use city streets, has not only the power but 
also the duty to determine whether the telephone company has a right 
under its franchise ordinance to lease wires in advance of the securing 
by the proposed lessee of permission to use the streets, p. 172. 


Franchises, § 22 — Validity of condition — Restriction on lease of facilities. 


2. A municipality, as the delegated agent of the commonwealth, has the 
right, in authorizing a telephone company to use the city streets for wires 
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and cables, to impose the condition that the company shall not lease wires 
to another until municipal permission is granted to the other to use the 
streets, and such a condition is enforceable, p. 173. 


Franchises, § 40 — Construction — Facilities in streets — Restriction on leasing. 


3. A franchise ordinance permitting a telephone company to run its wires 
and conduits under and over city streets, to set up its complete system 
therein for telephone and telegraph purposes, and to lease any portion or 
all of its conduits, poles, or wires not used by it for the transaction of its 
business to any other corporation having authority to use the same, does 
not permit the telephone company to lease wires to a corporation incorpo- 
rated for the installation and maintenance of burglar and fire alarm systems, 
but not authorized by the municipality to use wires in the public streets for 


such purposes, p. 173. 


Telephones, § 1 — What constitutes telephone service — Leasing of wires — 


Alarm company. 


4. The leasing of wires by a telephone company to an alarm company 
is not the furnishing of telephone service, p. 173. 


[September 30, 1936.] 


Few from Commission order dismissing complaint by 
burglar and fire alarm company against refusal of tele- 
phone company to lease wires; order affirmed. For Commission 


decision see 12 P.U.R.(N.S.) 383. 


Argued before Keller, P. J., and 


Cunningham, Baldrige, Parker, 
James, and Rhodes, JJ. 

APPEARANCES: Isaac Ash and 
Stanley Folz, both of Philadelphia, 
for appellant; Harry H. Frank and 
John C. Kelley, Legal Assistants, 
Samuel Graff Miller, Assistant Coun- 
sel, and Richard J. Beamish, Coun- 
sel, all of Harrisburg, for appellee; 
John P. Connelly and Benjamin O. 
Frick, both of Philadelphia, for 
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PaRKER, Judge: The Owl Protec- 
tive Company (hereafter referred to 
as Owl Company), organized under 
the Business Corporation Law of 
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1933 (15 PS, § 2852—1 et seq.), 
complained to the Public Service 
Commission that the Keystone Tele- 
phone Company of Philadelphia 
(hereafter referred to as Keystone 
Company) had refused to lease wires 
to it for use in its burglar alarm sys- 
tem and asked for relief. The Com- 
mission after hearing dismissed the 
complaint, and the Owl Company has 
appealed to this court. The Electric 
Protective Society, Inc., was permit- 
ted to intervene in support of the 
complaint and the city of Philadel- 
phia and the Holmes Electric Protec- 
tive Company on behalf of the re- 
spondent. 

The Owl Company was incorporat- 
ed on June 26, 1935, and is doing 
business in the city of Philadelphia. 
Its purpose, as expressed in its char- 
ter, is “the installation and mainte- 
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nance of burglar and fire alarm sys- 
tems.” The plan of operation of the 
company is to install on the doors, 
walls, and windows of the residences 
and places of business of its custom- 
ers a mechanism or device which is 
connected by wire with a gong, light, 
or other signal device at the central 
office of the company, so that, if there 
is any interference by trespassers, such 
tampering will become known and 
protection will be afforded. To ef- 
fect the connection between the prem- 
ises of each customer and the offices 
of the company a wire over which a 
light current of electricity passes is 
required, and these wires necessarily 
are placed over or under the streets 
of the city. The Owl Company, 


through the purchase of the business 
of a company formerly operating in 
the city, had secured two circuits from 
the Keystone Company, and was fur- 


nishing burglar alarm service, and had 
made application for further circuits, 
when the Keystone Company was ad- 
vised that it could not lease its wires 
to the Owl Company since the latter 
company had not secured permission 
from the city to operate over its 
streets, lanes, and alleys. Keystone 
Company then declined to lease fur- 
ther wires, but continued the arrange- 
ment for the use of the two wires 
pending the outcome of this contest. 
The Keystone Company is willing to 
furnish the service if it has a legal 
right so to do and if it may do so 
without forfeiting a franchise which 
it secured by ordinance from the city. 

The Keystone Company was incor- 
porated November 26, 1902, under 
the Act of April 29, 1874, and a sup- 
plement of May 1, 1876, P. L. 90 (15 
PS, § 2311), authorizing the forma- 
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tion of corporations of the second 
class “for the purpose of constructing, 
maintaining, and leasing lines of tele- 
graph for the private use of individ- 
uals, firms, corporations, for 
general business, and for police, fire 
alarm, or messenger business, or for 
the transaction of any business in 
which electricity over or through 
wires may be applied to any useful 
purpose.” The purpose expressed in 
the charter of the Keystone Company 
is in the same words as those used in 
the act to which was added the clause, 
“including the maintenance and op- 
erating of a general telephone system 
and telegraph business.”’ 

It was provided by an amendment 
to the Act of 1876, passed June 25, 
1885, P. L. 164 (15 PS, § 2314): 
“Before the exercise of any of the 
powers given under this act, applica- 
tion shall be first made to the munici- 
pal authorities of the city, town or 
borough in which it is proposed to 
exercise said powers, for permission 
to erect poles or run wires on the 
same, or over or under any of the 
streets, lanes, or alleys of said city, 
town or borough, which permission 
shall be given by ordinance only, and 
may impose such conditions and regu- 
lations as the municipal authorities 
may deem necessary.”’ By ordinance 
of the city of Philadelphia, passed 
August 5, 1886, it was provided: 
“Should any company, corporation, 
firm, or individual to which privileges 
have heretofore been or shall here- 
after be granted for the laying of un- 
derground wires, electrical conduc- 
tors, conduits, dispose of any 
of the franchises granted by the or- 
dinance, or lease to, consolidate, or 
merge with any other company, cor- 
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poration, firm, or individual, they 
shall forfeit all rights and privileges 
granted to them by the city of Phila- 
delphia.” 

The city of Philadelphia on Decem- 
ber 26, 1902 (Ordinances of 1902, p. 
323) granted permission to the Key- 
stone Company to “open streets, con- 
struct conduits and manholes, and 
erect a terminal pole in each block, 
and to lay, erect, maintain, and operate 
a conduit system of cables, wires, elec- 
tric conductors, and terminal poles for 
telephone and telegraph purposes, in, 
over, across, under . . . the streets 


of the city of Philadelphia.” By this 
ordinance the Keystone Company was 
also authorized to “lease any portion 
or all of its conduits, poles, or wires 
not used by it for the transaction of 
its business to any other corporation 
having authority to use the same.” 


The Owl Company has not secured 
from the city any right to make spe- 
cial use of the streets of the munici- 
pality. The intervening appellee 
Holmes Electric Protective Company 
of Philadelphia has secured such a 
consent from the city and is paying a 
considerable return to the city for the 
use of the streets, and the respondent, 
Keystone Company, is leasing wires 
to it. Keystone Company has also 
leased wires to Philadelphia Local 
Telegraph Company for use in the op- 
eration of a fire alarm system. 

The appellees contend that, by the 
terms of the ordinance granting to 
Keystone Company the right to use 
the streets of the city, the Keystone 
Company is not permitted to lease 
wires to the Owl Company until per- 
mission is granted it to so use the 
streets by the city of Philadelphia and 
that the service demanded of the Key- 
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stone Company by Owl Company is 
not a public service. 

The Commission relied on the first 
contention for support of its order 
dismissing the complaint. The argu. 
ments on that phase of the case all 
ultimately turn upon the meaning and 
effect to be given to that clause of the 
ordinance of 1902 which provides 
that conduits, poles, and wires may 
be leased to any other corporation 
“having authority to use the same.” 
We are required to determine the 
meaning and effect of the last phrase. 

[1] We agree with the Commis- 
sion and the appellees that the Com- 
mission had not only the power, but 
that it was its duty, to determine 
whether the Keystone Company had 
a right under the ordinance of 1902 
to lease wires to the Owl Company in 
advance of the securing by the Owl 
Company of permission to use the 
streets. In Pittsburgh R. Co. v. Pub- 
lic Service Commission (1934) 115 
Pa. Super. Ct. 58, 62, 6 P.U.R.(N.S.) 
369, 372, 174 Atl. 670, 671, we said: 
“Tt is well settled that the Commission 
has jurisdiction to determine wheth- 
er corporations have the right to do 
or not to do the thing for which the 
Commission’s approval is sought.” 
In Fogelsville & T. Electric Co. v. 
Pennsylvania Power & Light Co. 271 
Pa. 237, 243, P.U.R.1921E, 767, 771, 
114 Atl. 822, 824, the supreme court 
said: “For a proper determination of 
the many matters submitted, the Com- 
mission has certain inquisitorial pow- 
ers which may, to a degree, conflict 
with those generally understood to be 
within the purview of quo warranto 
by the Attorney General. In passing 
on applications or complaints, as the 
case may be, as to duties, liabilities, 
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powers, and limitation of powers of a 
public service company, inquiry must 
be made as to the rights or powers of 
the company to do or not to do the 
complained 


thing applied for or 
about.” 

[2] The precise reason assigned by 
the Keystone Company for its re- 
fusal to supply the wires asked for by 
Owl Company is that the granting of 
the request would involve giving to 
the latter company the use of the 
streets of Philadelphia for the carry- 
ing on of an independent business 
without the consent of the city. It is 
well settled that no person, corpora- 
tion, or individual has the right to 
make a special or exceptional use of a 
public highway not common to all citi- 
zens except by grant from the sov- 
ereign power. Philadelphia Co. v. 
Freeport Borough (1895) 167 Pa. 
279, 31 Atl. 571. The legislature, 
exercising its sovereign power, has 
delegated to the city the regulation 
and control of its streets. “Subject to 
the paramount authority of the com- 
monwealth, the regulation and control 
of the streets, which are the great 
highways of the city, belong to the 
city government.” Philadelphia Elec- 
tric Co. v. Philadelphia (1930) 301 
Pa. 291, 303, 152 Atl. 23, 27. Also 
see Southwark R. Co. v. Philadelphia 
(1864) 47 Pa. 314; Ellwood Lumber 
Co. v. Pittsburgh (1920) 269 Pa. 94, 
112 Atl. 19. As affecting the right 
of respondent to make a lease of 
wires, the legislature, by the Act of 
June 25, 1885, delegated to the munic- 
ipality the right to exercise a special 
control over the use of the streets, 
lanes, and alleys of the municipality 
by telephone and telegraph companies, 
for it was provided that, notwith- 
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standing the charter granted by the 
commonwealth, such companies 
should not exercise any of the powers 
given it to run wires over or under 
any of the streets, lanes, or alleys of 
the city, town, or borough, until 
granted authority by ordinance which 
might impose such conditions and reg- 
ulations as the municipal authorities 
deemed necessary. It follows that the 
municipality as the delegated agent of 
the commonwealth had the right to 
impose the conditions which it did 
when it granted the use of the city 
streets to the Keystone Company, and 
that if those conditions cover the 
present situation they are enforceable. 
Keystone State Teleph. & Teleg. Co. 
v. Ridley Park Borough (1905) 28 
Pa. Super. Ct. 635. 

[3,4] The Owl Company does 
not seriously question this principle, 
but says, in effect, that it is a business 
corporation engaged in a private busi- 
ness not affected with a public inter- 
est and that it does not propose to use 
the streets of the city, but only asks 
permission to become a patron of the 
Keystone Company, which has per- 
mission to use such streets. In short, 
it asserts that it is in no different posi- 
tion than that of other patrons of 
telephone companies; for example, a 
brokerage firm which leases a wire for 
its exclusive use. On the other hand, 
the appellees, sustained by the Com- 
mission, contend that the Owl Com- 
pany is making an independent use of 
the streets and proposes so to do in 
the future if granted the use of the 
wires in question, and that it may not 
so use the streets without first secur- 
ing the consent of the city. 

It, therefore, becomes necessary to 
consider the nature of the business 
16 P.U.R.(N.S.) 
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that would be done by the respondent 
and the use which would be made of 
the wires by the complainant. It is 
clear that the Owl Company wished 
exclusive use of a wire that is not em- 
ployed in the ordinary telephone serv- 
ice rendered by the Keystone Com- 
pany. Appellees insist that the wires 
intended to be used are what are 
what are known as “dead” wires, that 
ithe current to operate the signaling de- 
vice is to be furnished by the Owl 
Company, and that the Keystone 
Company will have nothing to do with 
operations over the line, but will be 
concerned alone in maintaining the 
integrity of the line. While appel- 
lant asserts in its argument that the 
current may be supplied by the Key- 
stone Company, we think the record 
shows that it is proposed to use what 
is known as a dead line. The com- 


plaint was that the respondent had re- 
fused to lease wires to complainant 


which would be “connected direct 
from the applicant’s place of business 
to the customers of the applicant 
where the burglar alarms are in- 
stalled.” If it was some other and 
different service that complainant 
wished to enjoy, it should have so al- 
leged and shown by its proofs. How- 
ever, as we shall see, the fact as to 
whether the current might be supplied 
by one or other of the parties is not 
essential to a determination of the ac- 
tual use contemplated. 

Considering the nature of the pro- 
posed service from the standpoint of 
both lessor and lessee, it seems clear 
to all of us that, if the demand of the 
appellant is granted and the Owl Com- 
pany carries out its plan to serve cus- 
tomers in the business district of Phil- 
adelphia, such actions would consti- 
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tute a use of the streets by the Ow 
Company and a consequent violation 
of the condition of the ordinance of 
1902. The evidence contained in the 
record with reference to the actual 
operations by the Keystone Company, 
and a consideration of the terms of 
its charter rights and franchise from 
the city, show that, while the primary 
business of the Keystone Company is 
what is known as a telephone or tele- 
graph business, it is in a position to do 
and has been transacting a business 
disconnected therewith. The opera- 
tion of a telephone system in a large 
city necessitated the construction of 
conduits which could not be economi- 
cally constructed so as to furnish a 
predetermined and exact capacity in- 
tended only to accommodate the tele- 
phone business as it then existed. The 
ordinance granting a franchise to the 
telephone company shows that both 
the company and the city foresaw that 
when the company constructed its con- 
duits it would have a surplus capacity 
at least for a time, and that there 
would be other companies or indi- 
viduals who might need, and could 
make profitable use of, idle wires. 
From the viewpoint of the city, it was 
desirable to consider this matter, for it 
would avoid unnecessary tearing up of 
the streets if the company was per- 
mitted to lease idle wires or wires not 
required for its ordinary business. It 
is, therefore, most apparent that we 
are here dealing with a situation where 
the Keystone Company was author- 
ized to act, and is acting, in two capac- 
ities. It is primarily a telephone comr 
pany, in the ordinary acceptation of 
that term, furnishing a service to the 
public, and it also had space in its 
conduits and wires which were not t¢ 
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quired in the transaction of its busi- 
ness and which it was authorized to 
lease. The city by the ordinance of 
1902 recognized these two kinds of 
business, for it granted to Keystone 
Company the right to install a con- 
duit with wires and other fixtures for 
use in its own business, and, in addi- 
tion, authorized it to lease excess space 
or wires to others and treated the two 
situations differently. When it fur- 
nished service itself as part of its 
business, there were no limitations 
with which we are now concerned, 
but, when it leased its excess facilities 
to others, its power to lease was sub- 
ject to the limitation that the assignee 
had the right to enjoy the grant. 

By the general ordinance of 1886 it 
had been provided that companies 
such as the respondent should not be 
permitted to transfer their franchises, 
but, when the franchise was granted 
to the Keystone Company, special pro- 
vision was made so that it might lease 
wires to others. This would indicate 
an intention upon the part of the city 
to make it impossible for the Keystone 
Company to transfer rights it obtained 
from the city to others if such trans- 
fer would deprive the city of the con- 
trol of its streets. A lease of conduit 
or wires to a corporation which had 
obtained the right to use the streets 
would not interfere with the city’s 
control. 

Considering the business from the 
standpoint of the Owl Company, it is 
an independent business—furnishing 
protection from burglars—in which 
it is engaged, employing its own de- 
vices, mechanisms, and equipment. 
The wires from office to customer are, 
and would be, a substantial part of 
its physical plant. It is demanding 
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from the Keystone Company, not an 
ordinary telephone or telegraph serv- 
ice, but wires which it would employ 
in performing a class of service not 
rendered by this telephone company. 
The Owl Company would furnish 
burglar protection and the Keystone 
Company telephone service. 

The Keystone Company accepted 
the ordinance granting it the right to 
use the city streets subject to a con- 
dition which the city was empowered 
to impose, and consequently it may 
not do that which is prohibited by 
the ordinance. Certainly the phrase 
in the ordinance, “having authority 
to use the same,”’ means that the as- 
signee must have the right to occupy 
the streets, for that is the very matter 
with which the provision deals. The 
Owl Company, like all other persons, 
has a right to demand of the Key- 
stone Company the telephone service 
which Keystone Company as a public 
service company is furnishing to the 
public, but when it demands the use 
of idle wires, mere physical property, 
even though it may be a public service, 
it is asking the Keystone Company 
to do something as to which it has 
only a limited power. If the Key- 
stone Company may lease wires to 
Owl Company, it may lease them to 
telegraph or other telephone compa- 
nies or to any other company which 
makes use of electric currents passing: 
over wires. 

The complainant suggests that the 
service which it demands is not dif- 
ferent from that of furnishing pri- 
vate wires to brokerage firms and 
others. We do not find that the situ- 
ations are comparable, and, on the 
contrary, believe that they are not 
only essentially different, but tend to 
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emphasize the correctness of the con- 
clusion at which we have arrived. The 
telephone company in furnishing the 
use of private telephone wires to bro- 
kerage firms does not, as we under- 
stand it, turn over the wire to its cus- 
tomer, but simply furnishes exclusive 
use of the wire for telephone service 
during certain hours. This is only a 
special phase of ordinary telephone 
service. Here it is a wire and not 
service that is being furnished. The 
situations would be more nearly paral- 
lel if the telephone company leased a 
naked wire to a corporation which 
with its own devices and instruments 
then proceeded to make use of such 
wire. Neither do we think it impor- 


tant that the Keystone Company may 
furnish the current for the wires. 
The Owl Company still furnishes all 
other equipment and devices necessary 


to constitute a burglar alarm system. 

To summarize our conclusions, we 
are of the opinion that the city had 
the power to impose the conditions 
which it did in the ordinance of 1902, 
that the ordinance dealt with two dis- 
tinct situations, direct use of the con- 
duits and wires by the Keystone Com- 
pany in supplying service itself to the 
public and the leasing of conduits and 
wires to other corporations for an in- 
dependent use, and that the use which 
the Owl Company proposes to make 
of the wires it wishes to lease places 
such use in the latter class. To hold 
otherwise would render the conditions 
in the ordinance of 1902 of no effect 
and permit the Keystone Company to 
grant the use of the streets to all oth- 
er corporations, operating by means 
of electric current over wires, without 
the consent of the city. 


In view of the conclusion at which 
we have arrived, we deem it unneces- 
sary to dispose of the contention of 
the appellee and the Commission in its 
brief that the complainant failed to 
show that Keystone Company is, with 


_Tespect to leasing wires not required 


in its telephone business, engaged in 
a public service. We also feel that it 
would be unfair to the appellants to 
rule the case on that ground, for the 
reason that the complainant attempted 
to develop facts which bore directly on 
the extent and nature of the service 
rendered with respect to the leasing of 
the wires and it was not permitted so 
to do by the Commissioner who con- 
ducted the hearing. Counsel for com- 
plainants was not permitted to inter- 
rogate the executive vice president of 
the respondent as to the nature of the 
service which was rendered with re- 
spect to leasing wires and the persons 
whom the respondent was serving or 
offering to serve, but was limited to 
an inquiry as to the wires leased and 
the persons with whom contracts were 
made for burglar alarm purposes only. 
The actual business conducted and the 
persons with whom the Keystone 
Company dealt, with respect to leasing 
conduits or wires, bore directly on the 
question as to whether the respondent 
was doing a public or a private busi- 
ness. This was true regardless of 
whether the wires were leased for a 
burglar alarm system, or a fire alarm 
system, or any other business making 
use of electric currents passing over 
wires. We therefore rest our deci- 
sion on the grounds first stated. 

The order of the Commission is af- 
firmed. 
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NOTE THESE FEATURES 


@100% Perfect Weld... Uniform Wall Thick- 
ness... Uniform Diameter ... Perfectly Round 
... Straight... Easy to Weld... Easy to 
Bend... Free from Scale Inside and Out... 
Any Desired Yield Point with High Ductility 

- Double Lengths without Mid-Weld. 


Write for complete detailed information. 


ORE THAN 8000 MILES IN SERVICE 


by yesre © of dependable 


service in gas ines... 





1,114,369 ft. of 6" O. D. and 158,562 ft. 
of 8%” O. D. Republic Electric Weld Line 
Pipe in Kansas Pipe Line and Gas Co. 
gas line, Platte River Crossing, Nebraska. 


REPUBLIC 


ELECTRIC WELD LINE PIPE 


HIGH 
YIELD POINT 


WITH HIGH 
DUCTILITY 


Look to Republic for all your piping requirements— 
casing, tubing, drive pipe and line pipe — steel, cop- 
per-bearing steel and rust-resisting Toncan Copper 
Molybdenum Iron in butt weld, lap weld and 
electric weld pipe. Write for detailed information. 


Republic Steel 


CORPORATION 


GENERAL OFFICES---CLEVELAND, OHIO 


vhen writing Republic Steel Corporation (or Steel and Tubes, Inc.) for further information, please address De PF. 
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FLAWLESS GLASS wit 
BRASS BUSHING—‘/e IDEAL z25ulat 


@ This rugged new Hemingray Glass Insulator 
stands up better in all adverse weather condi- 
tions. It’s brass hushed, providing perfectthreads 
for uniform contact with pin—permitting quick, 
full-length insertion—and safeguarding against 
pin expansion. Its many all-around advantages 
clearly point to the brass bushed Hemingray 
as the ideal insulator for low-cost distribution 
service. All styles in clear and brown color. 
Ratings up to 15,000 volts. Write for des- 
criptive bulletin . . . Owens-Illinois Glass 
Company, Hemingray Division, Muncie, Ind. 


HEMINGRAY 
INSULATORS 
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SPECIALISTS IN 
STREET LAMPS 
© 1936, Hygrade Sylvania Corp. 


DEMANDS 
RECOGNITION 


The first Hygrade Lamps were manufactured in 

1901. The capitalization of the company was $3500. Hy- 
grade Lamps entered the market in competition with bulbs pro- 
duced by the largest manufacturers of electrical equipment in 
the world. Yet, by the sheer power of their fine quality, they have 
steadily forced growing recognition of their merits until today’s 
demand for them has reached a volume that is the third largest 
in the country—and the company’s capital and surplus is over 
five million dollars. 
A big company—a big name. A concern whose record and prod- 
uct must command respect—and consideration in your scheme. 
A story of the facts behind such tremendous growth must be 
worth listening to. It’s a story that offers economies as well as 
quality, a story that is interesting more and more important 
utilities—particularly on street lighting. A story you ought to 
know. Ask us to give it to you. 


HYGRADE SYLVANIA CORPORATION, SALEM, MASSACHUSETTS 


HYGRADE LAMPS 


Manufacturers of incandescent lamps for over 30 years. 
Makers of Sylvania Set-tested Radio Tubes 
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P. U. R. Digest 


CUMULATIVE 
A DIGEST THAT IS SERVICED 


Public Service Law and Regulation 


The only Complete Digest in this field 


A Work of Primary Authority 


Containing the Decisions and Rulings 
of the 
United States Supreme Court 
A SHORT CUT United States Circuit Courts of SIMPLE 
Appeals 

COVERING ALPH AL 
United States District Courts niuasien 
FIFTY YEARS State Courts CLASSIFICATION 
i i lal Federal Regulatory Commissions OF SUBJECTS 
= ‘ State Regulatory Commissions A GREAT REVIEW 

SURVEY OF Insular and Territorial Regulatory 

THE LAW Commissions A GREAT SERVICE 











A Life-Time Digest Kept up to Date 


Write for price and payment plans 


PUBLIC UTILITIES REPORTS, INC. 
Tenth Floor, Munsey Building 
Washington, D. C. 
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The Mountain Comes 
To Mohammed 


E realize that most merchants do not have the opportunity 

y \ of visiting the larger cities to see what is being done in 
the way of store front design and illumination. They do, however, 
have a keen desire to pattern their establishments after the style 
leaders. It is to satisfy this desire to follow the leaders of modern 
lighting and design that the Pittsburgh Plate Glass Company has 
started its Store Front Caravan on a nation-wide tour. 

The Caravan carries twelve scale models showing the most 
advanced thought in store front styling and construction. Exact 
to the smallest detail, including exterior and interior lighting 
effects, these models will graphically demonstrate what can be 
done with old-fashioned fronts—and the resulting desire for mod- 
ernization should be mutually beneficial to all those interested in 
selling lighting and store front improvement. 

You will be advised in advance of the Caravan’s arrival in your 
locality so that you will have ample time to arrange for your light- 
ing prospects to view these models. Use the strong selling power 
of these scale models to assist in closing your sales. Literature 
minutely describing the lighting and structural features of these 
fronts will be available for distribution in these meetings. 

For further information on the Caravan write the Pittsburgh 
Plate Glass Company at Pittsburgh. 
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DUM DUM MASONOC WILL 
CUT YOUR RESTORATION COS] 


Not a Paint...but a Self-Healing, Crack-Bridging Wea 
proofing in colors...with a 25-Year Backgrou 


A flexible coating, 30 times as heavy as 
paint, which heals its own surface in- 
juries—that’s the kind of protection 
DUM DUM MASONOC offers any 
masonry surface. And that kind of 
protection means the end of mainte- 
nance trouble and expense. 


Tested In All Climes 


In 1912, DUM DUM MASONOC was 
applied to the exterior of a Gulf Coast 
Hotel. Today, after nearly 25 years of 
torrential rains and violent weather, 
the DUM DUM coating and the ma- 
sonry itself are in excellent condition. 

Since then, hundreds of mainte- 
nance men have tried DUM DUM and 
found it to be unequalled in the pro- 
tection it offers any above-grade ma- 
sonry surface ... and in the decorative 
effects afforded by its attractive colors. 
In our files are scores of unsolicited 
letters testifying to the time and 
money saved through the use of DUM 
DUM MASONOC on all types of ma- 
sonry and under all sorts of trying 
weather conditions. 


agp 


Basically New In Prineip 


DUM DUM MASONOC is a 


semi-plastic decorative weather- 


proofing material which, when 
applied according to specific 
directions, forms a tough, pro- 
tective, rubber-like coat. This 
rubber-like film is an absolute 


seal against the elements, 
under-surface remains pli 
indefinitely. It bonds its 
masonry, bridging and fi 
the fine cracks and 
forming a perfect pre 
coating. 


Only DUM DUM MASONOC Offers 
All Four of These Essential Qualities 





Heavier Coat. DUM DUM applies 15 to 20 
times as thickly as paint. 

Longer Life. DUM DUM’S under-surface re- 
mains pliable and alive indefinitely. Af er 20 
years it still can be easily indented with the 
thumb-nail. 

3 Better Protection. DUM DUM’s surface film is 
so dense that it does not “breathe” nor permit 
moisture to penetrate. 

No Deterioration. DUM DUM “self-heals” its 
own surface breaks, as your skin heals itself. 
(The under-surface hardens where exposed.) 


Send for descriptive literature on this amazingly different 
weatherproofing which has saved thousands of dollars 


Sor its users. 
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You can follow the load ! 


A significant advantage of the Taylor Stoker 
is its ability to respond promptly to sudden 
changes in steam demand. Turn on more 
air, the steaming rate leaps upward, fed from 
heat stored in the thick Taylor fuel bed. In 
tests at one station the steaming rate jumped 
from 25,000 to 260,000 pounds per hour in 
seven minutes. 85,000 to 260,000 pounds 
at another—in fifteen minutes. Another... 
from zero evaporation to seven pounds per 
square foot per hour in two minutes. In one 
plant 400 to 1600 boiler horsepower in one 
minute. In one of the world’s largest cen- 
tral stations from 100 to 765% rating in four 
minutes! 














Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 


Other Products: A-E-CO LO-HED-MONORAIL ELECTRIC HOISTS, A-E-CO HELE-SHAW 


PUMPS, MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND YACHT AUXILIARIES 





— 
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FOR PERFECT CONTROL SPECIFY TITAI 


Soiaceeninanal 
| TITAN RELIEF VALVE 
sell 


— : E Titan Temperature and Pressure Relief Valve pre 
_= Rig 3 vents excessive pressure and temperature. Pressur 









relief is obtained by means of a spring loaded valv 
which opens when pressure reaches a predetermine 


point. Temperature relief is obtained by means of 
a | fusible metal disc which melts at 200°F and permit 
the overheated water to be discharged. 


























TITAN SAFETYSTAT 


Titan Safetystat automatically shuts off all gas t 
the burner in the event excessive temperatures are de 
veloped. Before resuming normal operation, the cause o 
excessive temperature should be determined and reme 
died. To resume normal operation after Safetystat ha 
functioned, valve plunger must be reset. No fusibl 
member to be replaced and no necessity to disassemb! 
the valve in any way. 


(er oe 














_7 TITAN SNAP ACTION THERMOSTAT 
















Titan Snap Action Thermostat is an extremely sen 
sitive instrument, providing perfect control of wate 
temperature. Its simplicity and ruggedness is a guar 
antee of long life. Equipped with a Temperature Se 
lector which permits adjustment over a wide range 
Decided advantage over the type that is set at th 
factory for only one fixed temperature. Sizes are fron 
2” to 11”. Used on all types of gases. 








4 TITAN DELUXE DRAIN COCK 


Titan Nu-Drain is in harmony with the cleancu! 
appearance of the new heaters. Its compact desigr 
/ provides almost complete concealment of the body. Ii 


improves the appearance of any heater. 


TITAN SAFETY PILOT CONTROL 


Titan Safety Pilot Control Type B-16 operates by 
means of a bi-metal strip in contact with the pilot flame. 
This instrument automatically prevents escape of un- 
burned gas from the main burner in case the constant 
pilot flame should become extinguished. 














Titan Controls are built to meet the rigid re- 
quirements of water heater manufacturers. They 
are standard equipment on most automatic 
storage water heaters approved by the A. G. A. 






eet YY me oe 


E TITAN VALVE & MANUFACTURING COMPANY 
ERMOSTATS » » SAFETY PILOTS » » RELIEF VALVES » » SAFETYSTATS 
013 Elk Avenue Cleveland, Ohio 
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RILEY PULVERIZERS 


in Central Statio 


Plant after plant in the Public Utility industry has swung to 3 
Pulverizers . .. definitely establishing Riley as one of the leaden 





A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Order _ 


Edison Electric Illuminating Co., Boston . . . Repeat 0 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D. C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEV ELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL. KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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R years the Ditto organization has dedicated 

its time and efforts to the production of low cost 

copies. Always its aim has been to manufacture and 

sell equipment that will do the job which you have 
to do at the lowest possible cost. 

That is why, two years ago, we perfected and have 
since been selling, the new Ditto Direct Process 
(Liquid) Duplicator. This machine is especially suited 
for the reproduction ot 100 to 250 copies. In this 
field, its copying cost is lower than any other dupli- 
cating method. 

There are advantages to both the liquid and gela- 
tine type duplicators which should be carefully 
weighed before purchasing either type equipment. 
Because Ditto manufactures and sells both types of 
machines, Ditto representatives are in a position to 
make intelligent, unbiased recommendations as to 

¢ machine that will serve your purposes best. 


Fu GELATINE on LIQUID ~~ 
DUPLICATORS 








For more than a quarter of a century Ditto Gelatine 
Duplicators have been the standard of comparison in 
the industry. You will find in the new Ditto Liquid 
Duplicators the same superiority over other machines 
that has long been characteristic of the gelatine line. 


+ * * * 


If you would like to see a demonstration of either the new 
Ditto Direct Process Duplicator or the Ditto Gelatine 
Duplicator, we shall be glad to arrange it. There is no 
cost or obligation. Simply return the coupon below. 


DITTO INCORPORATED 

655 S. Oakley Blvd., Chicago, Ill. 

Gentlemen : 

(0 I would like to see a demonstration of the new Ditto 
Direct Process (Liquid) Duplicator. No obligation. 

0 I would like to see a demonstration of your Gelatine 
Type Duplicator. No obligation. 


— oe ee ee ee ee ee ee ee ee ee oe 
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AS PLAIN AS 


The Reliance Prismatic 
Water Gage 


If you can tell black from white, you get 
your answer when you glance at this Reliance 
Prismatic Water Gage on your boiler. It 
would be hard to make a clearer, sharper- 
reading gage. 


And it’s especially safe. The glass is heat- 
treated so it can’t shatter. But more im- 
portant is the Reliance method of clamping, 
like the grip of fingers of a powerful hand, 
tight but without strain, preventing this 
common cause of 

breakage. 


This prismatic gage is 
for pressures to 450 
pounds. On oil re- 
finery tanks, ammonia 
reservoirs, all sorts 
of hydraulic system 
tanks, it’s good for 
1,000 pounds pressure 
if not over 500 de- 
grees F. Recom- 
mended for liquids 
that must not be 
spilled. 


It’s the answer to 
many tough liquid- 
level problems. Write 
for complete informa- 
tion, 


Reliance Prismat- 
ic, easily inserted 
in any set of liquid 
level valves instead 
of tubular glass. 


The Reliance Gauge Column Co. 
5930 Carnegie Avenue 
Cleveland, Ohio 


WATER COLUMN HEADQUARTERS 














INSULATORS 


[Vv] 


Insulators are only as good as the 
experience and workmanship put in- 
to their production. 


Our product is produced by men 
of the greatest experience to be found 
in the industry. 


Vicror made insulators are Goop 
INSULATORS. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. 
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SPECIAL MESSAGE 


* 


* 


* 


TO THE AGGRESSIVE REFRIGERATOR 
MERCHANDISERS WHO DO NOT HANDLE 


FRIGIDAIRE 


* Never before has the Frigidaire 
utility franchise been so valuable 
as it will be in 1937! 

Because never before has Frigid- 
aire had such a well-rounded pro- 
gram, nor the drive and added 
power that it has this year. 

Picture revolutionary new 
product developments that will 
instantly capture the imagination 
of the buying public... picture a 
new selling strategy that dovetails 
with utility thinking... picture a 
powerful advertising appeal, and 
a campaign that will blanket your 


community. These are only a few 
of the reasons why Frigidaire will 
be the outstanding refrigerator 
success of 1937. 

We believe that in 1937 you 
can do Jetter with Frigidaire... 
that Frigidaire with its complete 
program will round out your own 
merchandising program .. . and 
that your association with us will 
be of mutual benefit . . . As proof, 
we have the records of scores of 
utilities and what Frigidaire has 
meant to them—proof that we will 
gladly show you at any time. 


FRIGIDAIRE DIVISION 


GENERAL MOTORS SALES CORPORATION 
Dayton, Ohio 
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—ELLIOTT— 


Addressing—Recording — 
Tabulating and Statistical 
Machines 
= 











Special equipment for Public Utilities, from the 
smallest to the largest, to meet simple or exact- 


ing requirements. 


A new system, using rubber plates for printing 


gas, electric or water bills on postal cards, will 


be of special interest to utilities using a post- 


card billing system. 


Information on any equipment in which you 
may be interested will be gladly sent upon re- 
quest without obligating you in any way. 


THE ELLIOTT ADDRESSING MACHINE COMPANY 
175 Albany Street, CAMBRIDGE, MASS. 


Sales and Service Offices in all Principal Cities 

















vil 
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The careful investor judges a 
security by the history of its 
performance. 


KERITE 


in three-quarters of a century of continuous 
production, has established a record of per- 
formance that is unequalled in the history 
of insulated wires and cables. 


Kerite is a seasoned security. 
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THE NATIONAL MANUFACTURING COMPANY 
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Automatically, this machine prepares 
reports from punched cards 


Speed up the preparation of 
SOCIAL SECURITY RECORDS 


be obtained by electrical machine 
operation at any time. 


empleres reports, Intaenationsl Sec- The International Electric Bookkeep- 


For their speed and economy in the 
preparation of accurate, detailed 


tric Bookkeeping and Accounting . . ; 
Machines have earned wide accep- '"9 and Accounting Machine method 
tance. also brings accuracy and greater 
Through the medium of punched speed to such functions as Billing, 
cards, these machines provide com- Inventory, Operating Statements, 
plete tabulated data. All necessary Accounts Receivable and many 
deductions are made automatically. others. Your local IBM representa- 
The punched cards form an oveldile tive will be glad to explain this mod- 

ern method to you. Get in touch 


source of information from which 
important records and reports can with him today. No obligation. 


INTERNATIONAL BUSINESS. MACHINES CORPORATION 


GENERAL OFFICES: nT BRANCH OFFICES IN 
270 BROADWAY, NEW YORK, N. Y. , PRINCIPAL CITIES OF THE WORLD 
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EVEREADY 


INDUSTRIAL 
FLASHLIGHT 


‘Stands the Gaff" 


General all-around hard usage in industrial ser- 
vice has shown conclusively that the “EVEREADY” 
Industrial Flashlight can “Stand The Gaff”. 
Bounced around on concrete floors and many 
other places are everyday shop experiences 
and each time this “EVEREADY” has come through 
unmarked. Its bright beam does not even flicker. 
The fact that it has no exterior metal parts is 
vitally important when working around ex- 
posed electrical connections and “hot” wires. 


NATIONAL CARBON COMPANY, INC. 


General Offices: New York, N.Y. ¢ Branches: Chicago, San Francisco 


Unit of Union Carbide and Carbon Corporation 
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Star Brass 
Manufacturing Co. 


104-114 East Dedham St., 
BOSTON, MASS. 
Makers of Highest Quality 
““Non-Corrosive” Pressure and Vac- 
uum Gages—Safety and Relief 
Valves — Globe, Angle and Gate 
Valves—Water Gages—Gage Cocks 
Whistles 

New York 
Pittsburgh 
Chicago 
San Francisco 
Buffalo 
Cleveland 
St. Louis 
Shreveport, La. 
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Now Ready 
USA [ITE 
“INDUSTRIAL 
CELLS” 


To give you far more 
pendable service than yoy | 
ever had before—the 
1095 USALITE In 
Cell. 

Bureau of Standards specifications call for 400 min. 

utes to a 0.9 volt cut-off. No. 1095 will give over 

80% of its service above the 1 volt cut-off, 

than double the specifications of U. §. B. Os 

“25 years of knowing how” is back of the depend- 

ability of USALITE Products. Expert supervision 

assure longer life and uniform quality. 1095 USA. 

LIT has captured the demand of R; 

Chemical, Powder, Oil and Gas Companies, 

ties and Coal mines everywhere. 

We'll be glad to send you FREE samples of 109% 

cell for inspection and trial tests. rite today! 


UNITED STATES ELECTRIC MFG. CORP, 


222 West 14th St. New York 
CHICAGO— 323 West Polk St. 
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VULCAN SOOT BLOWER CORPORATION 


CDu Bors 


C Pennsylvania 
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MAKE INSULATION 
MEET THE TEST OF A 


GOOD INVESTMENT 


OOD investments can’t be judged 

by price alone. More important is 

the security provided by full and con- 
tinued dividends. 

Primarily an investment, insulation 

must be bought on the same basis... . 

must prove its worth in terms of maxi- 


mum cash returns on fuel savings. 
Throughout the country, hundreds 
of power plants have assured them- 
selves of these insulation dividends. 
Johns-Manville Engineers, using J-M 


Insulations, have played an important 


™ Johns-Manville 


An insulating material for every temperature... 


part in increasing plant efficiency and 
in reducing operating costs. 


Backed by J-M’s 75 years of re- 
search and field experience on insula- 
tion problems, these engineers can 
help you select the insulation best 
suited to each individual requirement 
in your plant. They work with insula- 
tions of maximum efficiency and uni- 
formity and are able to recommend the 
right amount and proper application. 
For details, address Johns-Manville, 

22 E. goth St., N. Y. C. 





INDUSTRIAL 
INSULATIONS 


for every service condition 
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Modern Group Drive is designed for output—your 
output. This new, more efficient system of power appli- 
cation combines the best features of the two older sys- 
tems (individual motor drive and line-shaft drive) and 
puts them in the right places in your plant. Properly 
applied, Modern Group Drive increases production and 
cuts costs. 


Modern Group Drive is fast replacing lineshaft drives 
and misapplied small motors. It uses large motors for 
groups of machines and individual motors where ad- 
vantageous for single machines. Larger motors have 
better power factor, cost from 359, to 85% less per 
motor horsepower and reduce the total horsepower 
needed. These are some of the reasons why Modern 
Group Drive shows important savings in installation, 
operation, maintenance and power costs. 




















(Excerpts from Power Transmission Council’s January 
advertising in Business Week and other business publi- 
cations. ) 


HE promotion of Modern Group Drive through 

advertising and sales-representation by members 
of Power Transmission Clubs plays no favorites as 
between the two older systems {individual motor 
drive and line-shaft drive). We present Modern 
Group Drive as a system that is new to the majority 
of manufacturers, combining the best features of both 
older systems and applying them when and as they 
are right for the customer. Many motor salesmen 
are members of our clubs. 


POWER TRANSMISSION COUNCIL 
75 STATE STREET " BOSTON, MASSACHUSETTS 
A research association of producers and 


distributors of power, power units and me- 
chanical equipment for transmitting power. 
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OF QUALITY 


With a range of products and services too nu- 
merous to mention, and a list of customers that 
includes manufacturers and producers in every 
industry —there is one objective to which Link- 
Belt is dedicated—to maintain the highest stand- 
ard of quality in every branch of our engineering 
and manufacturing business—and to improve our 
products constantly as time goes on, so that each 
will always be worthy of the name, LINK-BELT. 


LINK-BELT COMPANY 
Chicago Philadelphia Aclaota Sao Francisco 
Offices in Principal Cities 
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In an inferno of heat. with temperatures as high 
as 600°, Nordstrom Valves hold the line tight. 
“Merco” lubricants have been developed for ex- 
tra high temperatures under certain conditions, 


temperatures frequently range trom 300° to 600°. 


LOW “TEMPERATURES 
Nordstrom Valves can be subjected to extremely 
low temperatures. They are operating in plants 
where temperatures range to -60° Fahrenheit. The 
valves can always be opened or closed. The 
plug is protected with patented “Sealdport” 














UP TO MAMMOTH SIZE 


The largest plug valves ever built have been 
Manufactured by Nordstrom. Shown is 30” Nord- 
strom in comparison with }/,” size. Nordstrom fea- 


tures make possible plug valves of sizes formerly 
: 3 Ai * 1 





Y 








MULTITUDE OF PRESSURES 


Every Nordstrom Valve is tested to twice its 
rated pressure. Made in ratings to meet all work- 
ing pressures. Nordstrom Valves are equally 
efficient in maintaining a tight seal on vacuum 
lines. 





pi Chicago, Kansas City, Tulsa, Houston, Los 
rot! 


hers, Ltd., Rag 


NORDSTROM 


— with patented 


Offices: Pittsburgh, Pa. Branch Offices: 
Peacock 


LUBRICATED y ES 
PLUG 


“Sealdport” lubrication 


MERCO NORDSTROM VALVE CO. A Subsidiary of PITTSBURGH EQUITABLE METER C0. 
ee York City, Buffalo, Philadelphia, Columbia, = 
‘ower Ol. Canadian Represent . og 
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Have you this new 
cyclopedia of papers? 


Larger than ever in content — but only 544 x 814 inches in size. Section One 
shows Bonds, Ledgers, Writings and other papers for office use; Section Two 
has samples of Cover papers (including the new Dura-Glo Cover) and Offset. 


GET YOUR COPY OF THE NEW 
HAMMERMILL COMPREHENSIVE 
SAMPLE BOOK 


Here’s the Fourth Edition of a book 
that’s a stand-by in many an office. Its 
221 pages sample the widest range of 
moderate-priced papers made by any one 
manufacturer for advertising printing 
and general office use. All the Hammer- 
mill lines are shown—-in their different 
colors, finishes, and weights. Whether 
you’re ordering paper for letterheads, for 
a new catalog, or for your file cards, this 
book will show you a suitable grade 
and item. 

This new Sample Book is in two sec- 
tions, bound for easy, quick, convenient 


use. Printers say it is one of the most 
practical aids they ever had. 

Send the coupon for your copy. If you 
have a copy, get it out on your desk right 
away and keep it there for constant 
reference. 







FREE—NEW HAMMERMILL 
COMPREHENSIVE SAMPLE BOOK 


HAMMERMILL PAPER COMPANY 

Erie, Penna. P. U. F.-1-21 
Please send me the new Hammermill 
Comprehensive Sample Book. 


ee 


Position 


(Please attach to your business letterhead) 
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Heat On Wheels 
By 
Electricity 


: is an automatically controlled 
steam heating electric radiator. 
Gives off both radiant and convected 
heat. 


Shipped all ready for plugging in. 
Filled with just the right amount of 
non-freeze water. Mounted on ball 
bearing casters for pushing to any 
room. Is so light can easily be carried 
upstairs or down. 


Made in 4 sizes with heating equiva- 
lents of 10%, 14, 17% and 21 sq. ft. of 
radiation. 


Furnished for 115 and 230 volt A.C. 
current only. Equipped with Klick- 
son thermostat and automatic current 
cut-off. Cuts off at 5 lbs. pressure, 
cuts in at 2. 


Finished in attractive neutral tone 
with base in black. Yields good mar- 
gin of profit. 


Send for prices, discounts and full par- 
ticulars, 


Established 1873 


Burnham foilerorporalion, 


IRVINGTON, NEW YORK 
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“Bection of the Turner South Point Tranamission line, erected for Appalachian Blectric Power Oo. in West Virginia.” 


HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. 5th ST., COLUMBUS, OHIO NEW YORK 


Canadian Hoosier Engineering Company, Ltd., Montreal 


TNT CO) HO) SVAN SISSON RIN 
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DOORS NEED 
Sebf- Starters Loa! 





Left: Illustrates the application of a 
Kinnear Power Unit to a Kinnear Steel 
Rolling Door. A curtain of interlocking 
steel slats travels in steel guides on the 
jambs and coils above the lintel—similar 
20 a window-shade! Spring counterbal- 
anced for ease in opening or closing. Out 
of the way of damage. Requires no usable 
floor or wall space. And _ exceptionally 
durable. But Kinnear also makes other 
types of wupward-acting doors suited for 
motor operation. So ask for details. 


INNEAR MOTOR OPERATED DOORS 


Motor Control! Today it’s as much a door essential as the self-starter 
is to the automobile. It saves labor time. Opening and closing more 
rapidly heat is conserved. In many cases wasted steps can be elimi- 
nated through strategically located remote control stations. From 
every standpoint there’s more convenience . . . more efficiency! 

In the Kinnear Motor Operated Door you get a fame-won combina- 
tion. A Kinnear Steel Rolling Door, that through the years has proved 
its greater convenience, economy of space, dependability and long- 
lasting qualities. And a rugged, compact, carefree motor operator that 
works as an integral part of the door. Both designed by Door Spe- 
cialists . .. people who have both the facilities and experience to build 
doors for any requirement that are easier to install and cheaper to 
operate and maintain. 


EMERGENCY OPERATION 


One of the many special features of the Kinnear Motor 
Control is the emergency chain operation. A safety feature 
that prevents personal injury, inconvenience and frequent 
and costly damage to the door. In case of current failure a 
pull on the hand chains disconnects the power line, re- 
leases the brake and engages the reduction gearing, pro- 
viding chain operation. ough the current unexpectedly 
comes on operation can only be converted through a release 


chain. ss : 
Write for details. 


THE KINNEAR MFG. CO. 
2060-80 Fields Ave. Columbus, Ohio 
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160 Foot Candles 





PERMAFLECTOR 
BUILT-IN DIRECT LIGHTING 


Modern illumination for modern stores. Efficient In the jewelry store illustrated above, an intensity 
direct lighting from concealed sources. Recessed of 160 foot candles is produced on the display cases. 
Permaflectors control the light, delivering high in- Permaflector Built-In Direct Lighting offers the pub- 
tensity illumination to the merchandise without any _lic utility a modern lighting system that is a real 
glare and with no feeling of excessive brightness. load builder. Recommend it to your customers. 


Write today for a copy of our 4-page folder on 
Permaflector Built-In Lighting 
PITTSBURGH REFLECTOR COMPANY 
“insous 
OLIVER BUILDING [Hana | PITTSBURGH, PA. 
\ Permatles tor / 
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National Association of Railroad | 
and Utilities Commissioners 


NEW PUBLICATIONS 
ADVANCE NOTICE 

















1936 Revision 


UNIFORM SYSTEM OF ACCOUNTS FOR ELECTRIC UTILITIES 
(Class A, B, C and D) $2.00* 
UNIFORM SYSTEM OF ACCOUNTS FOR GAS UTILITIES (Class A and B) $2.00* 
(Manufactured and Natural Gas) 
Above publications prepared by Committee on Statistics and Accounts of Public Utility 
Companies of the National Association of Railroad and Utilities Commissioners; recom- 
mended by the Association for consideration and adoption by State Commissions. 
Available January, 1937. 
ANNUAL CONVENTION PROCEEDINGS (1936) N. A. R. U. C. $6.00 
Held November 10-13, 1936. Available February 1937. 
Subjects Discussed: 
Report of Executive Committee Recommending Adoption of Uniform System of Ac- 
counts for Electric Utilities and Gas Utilities. 
Report of Committee on Statistics and Accounts of Public Utility Companies. 
Transportation, with Special Reference to the Regulation of Motor Vehicle Carriers. 
Proposed Uniform System of Accounts for Motor Carrier Companies. 
The Regulation of Electric Utilities. 
What the State Commissions are Doing. 
The Regulation of Telephone Companies. 
As well as other important and interesting subjects. (Edition limited.) 
Convention Proceedings of 1932, 1933, 1934 and 1935 are also available. 
COMMITTEE REPORTS: 
The following reports, which will be incorporated in the 1936 Convention Proceedings, are 
now available in pamphlet form. 
Report of Committee on Public Utility Rates (44 pages) 
Per copy — $ .85 
25 copies — 20.00 
50 copies — 35.00 
Report of the Special Committee on Progress in Public Utility Regulation (38 pages) 
Per copy — $. 
25 copies — 20.00 
50 copies — 35.00 
Chart, 17x22, entitled “Recent State Legislation Affecting Public Utility Regulation, 
Prepared by the Committee on Progress in Public Utility Regulation.” 
Single copy—$ .75 
25 copies —15.00 
Mimeographed report, 8 pages, entitled “Total Annual Savings from Rate Reductions by 
Privately Owned Utility Companies as Reported to the Special Committee on 
Progress In Public Utility Regulation by the State Public Service Commissions.” 
Per copy — $3.50 
25 copies — 31.00 
CURRENT PUBLICATIONS 
DEPRECIATION—A Review of Legal and Accounting Problems $1.85 
By the Staff of the Public Service Commission of Wisconsin. An expert analysis of the 
outstanding depreciation problems and principles now confronting public service corpora- 
tions and State Commissions. “The Bible on Depreciation.” Emphasizing Straight Line 
Depreciation. 200 pages. 
UNIFORM CLASSIFICATION OF ACCOUNTS FOR WATER UTILITIES $1.00* 


*We allow the following discounts: 
5%—25 copies of any one System of Accounts 
10%—50 copies of any one System of Accounts 


(Where remittance accompanies order we pay forwarding charges) 


THE STATE LAW REPORTING COMPANY 


Official Reporters and Publishers of N.A.R.U.C. 
30 VESEY STREET NEW YORK, N. Y. 
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SEND FOR 
THIS FREE 
BOOKLET 


WO paints may look alike in the can and some- 

times even on the surface to which they are 
applied, yet they may be constituted of widely 
differing ingredients and intended for as widely 
different uses. 

Lead is of great value in some paints yet in others 
it is a detriment. Similarly linseed oil is indispen- 
sable in some paints while in others china wood oil 
is far superior. 

Paints must be selected according to the service 
they are expected to render, the conditions of their 
use and abuse and the surfaces to which they are to 
be applied. 

More than thirty years of experience has taught 
us the right combination of pigments and liquids 
for custom built paints, each one designed for its 
particular field. 

In the booklet offered above we describe main- 
tenance paint products specially designed for and 
used by more than five hundred public utilities. 
Send for a copy. It may be the means of solving 
many troublesome painting problems. 


\ 


2 Wag = 





ONE 
OF 
71 


CUSTOM MADE 
PRODUCTS 


FLOORKOTE 


Dries in Four 
Hours 


A rapid drying, du- 
rable, gloss coating 
for concrete floors. 
Penetrates below the 
surface binding the 
grains together. Pro- 
duces tile-like finish. 
Available in many, 
colors. Send for col- 
or card. 





The Tropical Paint & Oil Company 


1100-1300 W. 7Oth Street Cleveland, Ohio 
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COMBINED METERS SANGAMO TYPE HV METERS 


AND TIME-SWITCHES 





The Type HV instruments combine 
standard singlephase HF watthour 
meter with a synchronous motor time- 
switch—in various switching arrange- 
ments—supplied with or without two- 
rate register. Low cost installation and 
TYPE HV-11-S-2 minimum space requirements make 


them desirable for metering and con- 
TYPE HV-11-A 


trolling off-peak loads. 


Modern Meters for Modern Loads! 


yw W) cy) token 5 om @ a hommetel | i 7-U, Bi 


SPRINGFIELD, ILLINOIS 





FROM CONNECTORS TO SUBSTATIONS 


Delta~ Star Q) Electhic Go 


2400 BLOCK, FULTON STREET, CHICAGO, ILL. 











e 
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FOLD-A-WAY 


boosts sales of IRONERS and 
current (1230 watts per hour) 








Economy of floor 
space appeals 
to housewives 


everywhere 


= rm 
Model 63S Balanced, easy lifting. 
Shoe pulls up with 
one finger. Self-lock- 
ing, rigid, folding leg 


Takes No More Floor Space and table. 
Than Kitchen Chair 


It’s easier to sell what the housewife wants 
and cannot get in any other ironing machine. 
The Thor Fold-A-Way also gives her all three 
types ot control—knee, foot and finger-tip. 
This patented space-saving construction gives 
the Thor dealer a powerful, exclusive merchandising advantage. 


With only four per cent saturation, ironers aftord a big, unworked 
field for merchandising profit. Find out how Thor’s effective pro- 
motional helps and popular-priced rotary line are boosting ironer 
sales close to those on washers for many aggressive dealers. Send 
for all the facts today. 


Address 


E. N. HURLEY, JR., PRESIDENT 
HURLEY MACHINE COMPANY 


54th Ave. and Cermak Road, Chicago, Ill. 
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Ever since the first Monroe Adding-Calculator was 
made 24 years ago, business has looked to Monroe 
to increase the output and cut the cost of 
business figures. 


Today, Monroe offers 197 models, each desk- 
size, each with the famous “Velvet Touch” key- 
board. There are calculators, adding-listing 
machines, bookkeeping machines, check writers, 
and check signers. And back of every Monroe is 
a nation-wide figure service operated through 150 
Monroe-owned branches. 

The Monroe office nearest to you will be glad to 
show you a “Velvet Touch” Monroe at work on your 
own figures. Write to us for a free copy of “Velvet Touch,” 
a booklet that describes 
the expanded Monroe line. 

Monroe Calculating Machine 
Company, Inc., Orange, N. J. 





NEW GROUP AND GRAND 
TOTAL ADDING- LISTING 
MACHINE 


Compact...convenient...with two 
registers, one for group totals and 
sub-totals, and the other for grand 
totals and sub-totals . .. automatic 
negative totals and sub-totals. 
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PROFESSIONAL DIRECTORY 


@ This page is reserved for engineers and engineering concerns especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. « « 














ford, Bacon & Davis, nc. 


Engineers 
VALUATIONS & REPORTS 


NEW YORK DALLAS 


DESIGN 
CONSTRUCTION 
OPERATING COSTS 


CHICAGO PHILADELPHIA 











SANDERSON & PORTER 


ENGINEERS 


VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 











BLACK & VEATCH 


CONSULTING ENGINEERS 


2 isals, investigati and reports, 
design and supervision of construction 
of Public Utility Properties 





4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals — Rate Investigations 
Engineering Reports to Banks and Bond Houses 











EDWARD J. CHENEY 
ENGINEER 


Pablic Utility Problems 


61 BROADWAY 





NEW YORK 








SPOONER & MERRILL, INC. 
Consulting Engineers 


Design—Supervision of Construction 
— Reports — Examinations —Valuations 


20 North Wacker Drive Chieago, Ill. 
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LOOKS BETTER--LASTS LONGER 


Maderniges any Offce 
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Its Beauty is a Plus Value 


@ Art Metal presents a truly mod- 
ern desk, priced for general office 
use and built to quality standards. 
Like every other desk built in the 
Art Metal tradition of craftsman- 
ship, the new Airline Desk is an Sites The fu sa 
efficient and durable work center. i 

Its modern beauty is a plus value. 


Your Art Metal branch or dealer 
will be glad to show you how the 
Airline desk can save time and 
money in your office. Flush sides 
save space when desks are adjacent 
to one another, centered “island” 
bases facilitate cleaning, drawers 
glide easily and silently, sturdy all- A variety of Airline models 
steel construction assures longer en ee 

life. Airline Desks are available in 
all models, for clerical, typing, sec- 
retarial and general office use. For 
catalog, write to Art Metal Con- 
struction Company, Jamestown, 
New York. 











Airline color planned to har- 
monize with every office in- 
terior. : 
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What Business Are 
You In? 


_.. Are You Sure? 


Walter Rautenstrauch tells the 
story (*) about a business man who 
once came to him for advice. It 
was the manufacturing side of the 
business about which this man was 
worried. But analysis showed that 
the manufacturing costs in the 
business amounted to only 20% of 
the sales. Sixty-five per cent of all 
costs were incurred in trucking the 
product to the warehouse and from 
the warehouse to the customers’ 
plants. 

This man was really in the truck- 
ing business. His best chance of 
making more money was to devote 
more of his time to transportation 
problemsand lessto manufacturing. 


* * * 


An analysis of the business of a 
prominent watch manufacturer 
showed that only 20% by number 
(or 40% by value) of the watches 
which went through his firm's hands 
were his own manufacture. The 
others he bought for re-sale. His 
company’s real function was not 





In his book, “The Successful Control of 
Profits.” —B. C. Forbes Publishing Co. 
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watch manufacture but watch mer- 
chandising. 
* * ~ 


Many businesses which appear 
to be manufacturing are in fact a 
combination of activities in which 
production may be of relatively 
minor importance. 

It is not uncommon to see new 
management carry a company to 
heights of success which the old 
management never even contem- 
plated. Often the difference is 
merely that the new is salesminded, 
while the old was production- 


minded. 
* * * 


Drastic changes to new manage- 

ment or new managers aren’t essen- 
tial. A management predominantly 
on the production side can add 
sales-mindedness through outside 
sales advice and consultation. The 
most effective source of this form 
of sales help is the modern adver- 
tising agency. 
(Condensed from the Ketchum, MacLeod & 
Grove monthly folder, “Dividends.” Copies 
of this and other “Dividends” will be sent 
on request.) 


KETCHUM, MACLEOD 


& GROVE, INC. 
Koppers Building... . Pittsburgh 


ADVERTISING 











YOU'RE . THE AIR—AGAIN 


AVE you heard General Eléctric’s 
newest radio program? Truly an 
“Hour of Charm,” it is being invited into 
a million American homes every Monday 
afternoon. Women like its cheerful appeal 
—its delightful musical personality... In 
fact,it’s the kind of program that shouldn’t 
be interrupted, except to suggest fhe new- 
est ideas on homemaking—the economical, 
restful, time-saving features of electric 
service. 


“Hour of Charm” represents General 
Electrie’s seventh year on a ‘nation-wide 
radio program. and our fourteenth year 
of nation-wide publicity urging a more 
liberal use of electric service in the home. 
From 1923 to 1930, for example, practi- 
cally every national magazine carried its 
forceful message from General Electric to 
the housewives of America—like “this: 
“Any woman who irons, or washes, or 


sweeps by hand is doing work that 
tricity. can do for a few cents an 
In farm and city home alike, thesepi 
salesmén—developers of an “ele 
consciousness” —carried on, to, thé 
ling total of 1,460,000,000 pages 
about 100 messages for every dom 
customery"Later came the wide and} 
tive “promotion of electric reffige 
and cookery, the all-electric | 
the hew “Science of Seeing” i 
—Better Sight), and the Newaia 
Home. : 
This kind of promotional work hase 
for the electrical industry tens of d 
for every dollar it has earned 
Electric. It helps us, it helps you, i 
other manufacturers. It is what 
an extra benefit—one of many that 
lead you “to. purchase GE ppatat 
the most profitable investment for 
equipment dollar. 





